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Presidential Documents 


Title 3—THE PRESIDENT 

Executive Order 11302 

PRESCRIBING REGULATIONS GOVERNING THE ALLOWANCE OF TRAVEL 

EXPENSES OF CLAIMANTS AND BENEFICIARIES OF THE VETERANS 1 

ADMINISTRATION AND THEIR ATTENDANTS 

By virtue of the authority vested in me by Section 111 of Title 38 of 
the United States Code, as amended by the Act of June 18, 1966 
(Public Law 89-455), it is hereby ordered as follows: 

Section 1 . The Administrator of Veterans’ Affairs may authorize 
or approve the payment of the actual necessary expenses of travel, in¬ 
cluding lodging and subsistence, of any claimant or beneficiary of the 
Veterans’ Administration traveling to or from a Veterans’ Admin¬ 
istration facility, or other place, in connection with vocational reha¬ 
bilitation or counseling, or for the purpose of examination, treatment, 
or care. The Administrator may authorize or approve such payment 
to the claimant or beneficiary, or, in his discretion, to the person who 
or the organization which has actually paid the expenses of such travel, 
including lodging and subsistence. 

Sfx\ 2. The Administrator of Veterans’ Affairs may authorize or 
approve in lieu of actual necessary expenses of travel, including 
lodging and subsistence, payment of an allowance of not more than 
five cents a mile to any claimant or beneficiary of the Veterans’ Admin¬ 
istration traveling to or from a Veterans’ Administration facility, or 
other place, in connection with vocational rehabilitation or counseling, 
or for the purpose of examination^ treatment, or care. In addition to 
such mileage allowance, the Administrator may allow reimbursement 
for the actual cost of ferry fares, and bridge, road, and tunnel tolls. 
In his discretion, the Administrator may authorize or approve such 
payment and such reimbursement to the person who or the organiza¬ 
tion which has actually paid the expenses of such (ravel, including 
lodging and subsistence. 

Sec. 3. Whenever a claimant or beneficiary requires an attendant 
other than an employee of the Veterans’ Administration for the per¬ 
formance of travel specified in Sections 1 and 2 hereof, the travel ex¬ 
penses of such attendant may be allowed in the same manner and to 
the same extent (hat travel expenses are allowed to such claimant or 
beneficiary. 

Sec. 4. Payment of the following expenses or allowances in con¬ 
nection with vocational rehabilitation, counseling, or upon termination 
of examination, treatment, or care, may be made before the completion 
of travel: 

a. The mileage allowance and fare and tolls authorized by Section 2 
hereof. 

b. Actual local travel expenses. 

c. The expense of hiring an automobile or ambulance, or the fee 
authorized for services of a non-employee attendant. 
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THE PRESIDENT 


Seo. 5. The Administrator of Veterans’ Affairs may prescribe such 
rules and regulations not inconsistent herewith as may be necessary 
to effectuate the provisions of this order. 

Seo. 6. Executive Order No. 11142 of February 12, 1%4, is hereby 
superseded. 

Lyndon B. Johnson 

The White House, 

September 6,1966. 

[F.B. Doc. 60-9885; Filed, Sept. 0,1900; 1:24 p.m.] 
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Rules and Regulations 


Title 7—AGRICULTURE 

Chapter II—Consumer and Marketing 
Service (School Lunch Program), De¬ 
partment of Agriculture 

[Amdt. II 

PART 215—SPECIAL MILK PROGRAM 
FOR CHILDREN 

Definition of Milk 

Paragraph (k) of § 215.2 of the regu¬ 
lations for the operation of the Special 
Milk Program for Children (30 F.R. 
14910) is hereby amended as follows: 

§ 215.2 Definitions. 

• + * * + 

(k) “Milk” means unflavored milk 
which meets State and local standards 
for fluid whole milk and flavored milk 
made from fluid whole milk which meets 
such standards, except that, in those 
areas of Alaska and Hawaii where a suf¬ 
ficient supply of fresh fluid whole milk 
cannot be obtained, “milk” shall include 
recombined or reconstituted fluid whole 
milk. 

• • • • • 

This amendment shall be effective 
upon publication. 

Approved: September 2, 1966. 

I seal] Orville L. Freeman, 

Secretary . 

l?n. Doc. 66-9847; Piled, Sept. 7. 1966; 
8:51 a.m.) 


Chapter IX—Consumer and Market¬ 
ing Service (Marketing Agreements 
ond Orders; Fruits, Vegetables, 
Nuts), Department of Agriculture 

I Valencia Orange Reg. 176, Amdt. 1] 

PART 908—VALENCIA ORANGES 
GROWN IN ARIZONA AND DESIG¬ 
NATED PART OF CALIFORNIA 


Limitation of Handling 

Findings. (1) Pursuant to the mar- 
keting agreement, as amended, and 
?no der No * 908 > as amended (7 CFR Part 
regulating the handling of Valen¬ 
cia oranges grown in Arizona and desig¬ 
nated part of California, effective under 
tne applicable provisions of the Agricul¬ 
tural Marketing Agreement Act of 1937, 
J? ai ? en 5* e d (7 U.S.C. 601-674), and upon 
jne basis of the recommendation and 
jpiormation submitted by the Valencia 
S®* 1 *® Adm inistrative Committee, es¬ 
tablished under the said amended mar- 
nu agreement and order, and upon 
information, it is hereby 
the iimitation of handling oi 
oran ges, as hereinaftei 
eff ectuate the de¬ 
clared policy of the act. 


(2) It is hereby further found that It 
is impracticable and contrary to the pub¬ 
lic interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
amendment until 30 days after publica¬ 
tion thereof in the Federal Register (5 
U.S.C. 1001-1011) because the time inter¬ 
vening between the date when informa¬ 
tion upon which this amendment is based 
became available and the time when this 
amendment must become effective in 
order to effectuate the declared policy 
of the act is insufficient, and this amend¬ 
ment relieves restriction on the handling 
of Valencia oranges grown in Arizona 
and designated part of California. 

Order, as amended. The provisions in 
paragraph (b)(1) (ii) of § 908.476 (Va¬ 
lencia Orange Regulation 176, 31 F.R. 
11344) are hereby amended to read as 
follows: 

§ 908.476 Valencia Orange Regulation 
176. 

• • * • • 

(b) Order. (!)••* 

<ii) District 2: 425,000 cartons. 

• * • • • 

(Sees. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674) 

Dated: September 2, 1966. 

Paul A. Nicholson. 

Deputy Director, Fruit and 
Vegetable Division, Consumer 
and Marketing Service . 

[PR. Doc. 66-9808; Piled, Sept. 7, 1968; 

8:48 ajn.] 


PART 946—IRISH POTATOES GROWN 
IN WASHINGTON 

Expenses and Rate of Assessment 

Notice of rule making regarding the 
proposed expenses and rate of assess¬ 
ment, to be made effective under Market¬ 
ing Agr eeme nt No. 113, and Order No. 
946 (7 CFR Part 946), regulating the 
handling of Irish potatoes grown In the 
State of Washington, was published In 
the Federal Register August 2, 1966 (31 
F.R. 10368). This regulatory program 
is effective under the Agricultural 
Marketing Agreement Act of 1937, as 
amended (7 U.S.C. 601 et seq.). The 
notice afforded interested persons an 
opportunity to file data, views, or argu¬ 
ments pertaining thereto not later than 
15 days after its publication In the Fed¬ 
eral Register . None was filed. 

After consideration of all relevant mat¬ 
ters, including the proposals set forth 
in the aforesaid notice which were rec¬ 
ommended by the State of Washington 
Potato Committee, established pursuant 
to the said marketing agreement and 
order, it is hereby found and determined 
that: 


§946.218 Expenses and rale of assess¬ 
ment. 

(a) The reasonable expenses that are 
likely to be incurred during the fiscal 
year ending May 31, 1967, by the State 
of Washington Potato Committee to per¬ 
form its functions and for such other 
purposes as the Secretary determines to 
be appropriate, will amount to $23,666.76. 

(b) The rate of assessment to be paid 
by each handler In accordance with Mar¬ 
keting Agreement No. 113 and this part 
shall be two-tenths of 1 cent ($0,002) 
per hundredweight, or equivalent quan¬ 
tity, of potatoes handled by him. as the 
first handler thereof, during said fiscal 
year. 

(c) Terms used in this section shall 
have the same meaning as when used in 
the said marketing agreement and order. 

It is hereby found that good cause 
exists for not postponing the effective 
time of this action until 30 days after 
publication in the Federal Register (5 
U.S.C. 1003) in that: (1) The relevant 
provisions of said marketing agreement 
and this part require that the rate of 
assessment fixed for a particular fiscal 
period shall be applicable to all assess¬ 
able potatoes from the beginning of such 
period, and (2) the current fiscal year 
began June 1, 1966, and the rate of as¬ 
sessment herein fixed will automatically 
apply to all assessable potatoes beginning 
with such date. 

(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674) 

Dated: September 1,1966. 

Paul A. Nicholson, 
Deputy Director, Fruit and Veg¬ 
etable Division, Consumer and 
Marketing Service. 

[F.R. Doc. 66-9809; Filed, Sept. 7. 1966; 

8:48 ajn.[ 


[Area 3] 

PART 948—IRISH POTATOES GROWN 
IN COLORADO 

Expenses and Rate of Assessment 

Notice of rule making regarding the 
proposed expenses and rate of assess¬ 
ment for Area No. 3 (Northern Colo¬ 
rado), to be effective under Marketing 
Agreement No. 97 and Order No. 948, 
both as amended (7 CFR Part 948), was 
published In the August 16, 1966, Fed¬ 
eral Register (31 F.R. 10888). This 
regulatory program is effective under the 
Agricultural Marketing Agreement Act 
of 1937, as amended (7 VJ3.C. 601-674). 

The notice afforded interested per¬ 
sons an opportunity to file written data, 
views, or arguments pertaining thereto 
not later than the 15th day after publica¬ 
tion in the Federal Register. None was 
filed. 
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After consideration of all relevant 
matters, including the proposals set 
forth in the aforesaid notice which were 
recommended by the Area Committee for 
Area No. 3, established pursuant to 
the said marketing agreement and order, 
it is hereby found and determined that: 

§ 948.251 Expenses and rate of assess¬ 
ment. 

(a) The reasonable expenses that are 
likely to be incurred by the Area Com¬ 
mittee for Area No. 3. established pur¬ 
suant to Marketing Agreement No. *97 
and this part (Order No. 948), both as 
amended, to enable such committee to 
perform its functions pursuant to the 
provisions of the aforesaid amended 
agreement and order during the fiscal 
period ending May 31, 1967, will amount 
to $2,500. 

(b) The rate of assessment to be paid 
by each handler in Area No. 3 pursuant 
to Marketing Agreement No. 97 and this 
part (Order No. 948), both as amended, 
shall be $0.00125 per hundredweight of 
potatoes handled by him as the first 
handler thereof during said fiscal period. 

(c) Unexpended income in excess of 
expenses for the fiscal period ending 
May 31, 1967, may be carried over as a 
reserve. 

(d) Terms used in this section shall 
have the same meaning as when used 
in Marketing Agreement No. 97, as 
amended, and this part. 

It is hereby found that good cause 
exists for not postponing the effective 
date of this section until 30 days after 
publication in the Federal Register (5 
U.S.C. 1003) in that: (1) The relevant 
provisions of this part require that the 
rate of assessment for a particular fiscal 
period shall be applicable to all assess¬ 
able potatoes from the beginning of such 
period, and (2) the current fiscal period 
began on June 1, 1966, and the rate of 
assessment herein will apply to all assess¬ 
able potatoes beginning with such date. 

(Secs. 1-19, 48 Stat. 31. as amended; 7 U.S.C. 
601-674) 

Dated: September 1,1966. 

Paul A. Nicholson, 
Deputy Director, Fruit and Veg¬ 
etable Division, Consumer and 
Marketing Service. 

(F.R. Doc. 66-9810; Filed, Sept. 7. 1966; 

8:48 am.] 


PART 981—ALMONDS GROWN IN 
CALIFORNIA 

Salable and Surplus Percentages 
for 1966-67 Crop Year 

Notice was published in the August 18, 
1966, issue of the Federal Register (31 
FJFt. 10963) regarding a proposal to 
establish salable and surplus percentages 
applicable to California almonds for the 
1966-67 crop year beginning July 1,1966. 
The percentages are based on unanimous 
recommendations of the Almond Con¬ 
trol Board and other available informa¬ 
tion in accordance with the applicable 
provisions of the marketing agreement, 
as amended, and Order No. 981, as 


RULES AND REGULATIONS 

amended (7 CFR Part 981), regulating 
the handling of almonds grown in Cali¬ 
fornia, effective under the Agricultural 
Marketing Agreement Act of 1937, as 
amended (7 U.S.C. 601-674). 

The notice afforded interested persons 
opportunity to submit written data, 
views, or arguments with respect to the 
proposal. None were submitted within 
the prescribed time. 

After consideration of all relevant 
matters presented, including those in the 
notice, the information and recommen¬ 
dations submitted by the Committee, and 
other available information, it is found 
that to establish salable and surplus per¬ 
centages as hereinafter set forth will tend 
to effectuate the declared policy of the 
act. 

Therefore, the salable and surplus 
percentages for almonds received by 
handlers for their own accounts during 
the 1966-67 crop year are established as 
follows: 

§ 981.216 Salable and .surplus percent¬ 
ages for almonds during the crop 
year beginning July 1,1966. 

The salable and surplus percentages 
during the crop year beginning July 1, 
1966, shall be 80 percent and 20 percent, 
respectively. 

It is further found that good cause 
exists for not postponing the effective 
time of this action until 30 days after 
publication in the Federal Register (5 
U.S.C. 1003(c)) in that: (1) The rele¬ 
vant provisions of said amended market¬ 
ing agreement and this part require that 
salable and surplus percentages desig¬ 
nated for a particular crop year shall be 
applicable to all almonds received by 
handlers for their own accounts during 
such year; and (2) the current crop year 
began on July 1, 1966, and the per¬ 
centages established herein will auto¬ 
matically apply to all such almonds be¬ 
ginning with such date. 

(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674) 

Dated: September 1, 1966. 

Paul A. Nicholson, 
Deputy Director, Fruit and Veg¬ 
etable Division, Consumer and 
Marketing Service. 

(F.R. Doc. 66-9844; Filed, Sept. 7, 1966; 

8:51 a.m.] 

Title 8—ALIENS AND 
NATIONALITY 

Chapter I—Immigration and Naturali¬ 
zation Service, Department of Justice 

PART 214—NONIMMIGRANT 

CLASSES 

PART 243—DEPORTATION OF 
ALIENS IN UNITED STATES 

Miscellaneous Amendments 

The following amendments to Chap¬ 
ter I of Title 8 of the Code of Federal 
Regulations are hereby prescribed: 


§ 214.2 [Amended] 

1. The first sentence of subdivision 
(ii) Petition for alien to perform other 
temporary service or labor of subpara¬ 
graph (2) Supporting evidence of para¬ 
graph (h) Temporary employees of 
§ 214.2 Special requirements for admis¬ 
sion, extension, and maintenance of 
status is amended to read as follows: 
“Either a certification from the Secre¬ 
tary of Labor or his designated repre¬ 
sentative stating that qualified persons in 
the United States are not available and 
that the employment of the beneficiary 
will not adversely affect the wages and 
working conditions of workers in the 
United States similarly employed, or a 
notice that such a certification cannot 
be made shall be attached to every non¬ 
immigrant visa petition to accord an 
alien a classification under section 101 
(a) (15) (H) (ii) of the Act.” 

2. Section 243.8 is amended to read as 
follows: 

§ 243.8 Imposition of sanctions. 

The provisions of section 243(g) of the 
Act have been applied to residents of the 
Union of Soviet Socialist Republics, 
Czechoslovakia, and Hungary; those 
provisions do not apply to an alien who 
is residing in Estonia, Latvia, or Lith¬ 
uania who is not a national, citizen, or 
subject of the Union of Soviet Socialist 
Republics. The sanctions imposed on 
residents of the Union of Soviet Socialist 
Republics, Czechoslovakia, and Hungary 
pursuant to section 243(g) may be 
waived in an individual case for the 
beneficiary of a petition accorded a 
status under section 201(b) or section 
203(a) of the Act. The sanctions also 
may be waived upon an individual re¬ 
quest by the Department of State in be¬ 
half of a visa applicant. Upon approval 
of a visa petition or upon an individual 
request by the Department of State in be¬ 
half of a visa applicant, the district di¬ 
rector will determine whether sanctions 
shall be waived. However, the regional 
commissioner or the Deputy Associate 
Commissioner, Travel Control, may 
direct that any case or class of cases be 
referred to him for such determination. 
(Sec. 103, 66 Stat. 173; 8 U.S.C. 1103) 

This order shall be effective on the 
date of its publication in the Federal 
Register. Compliance with the pro¬ 
visions of section 4 of the Administrative 
Procedure Act (60 Stat. 238; 5 US.C. 
1003) as to notice of proposed rule mak¬ 
ing and delayed effective date is un¬ 
necessary in this instance because the 
rule prescribed by S 214.2(h) (2> (ii) 
lates to agency procedure and the rule 
prescribed by §243.8 confers benefits 
upon persons affected thereby. 

Dated: September 2, 1966. 

Raymond F. Farrell, 

Commissioner of 

Immigration and naturalization. 

[F.R. Doc. 66-9814; Filed. Sept. 7, i 966 * 
8:48 a.m.J 
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Title 14—AERONAUTICS AND 
SPACE 

Chapter I—Federal Aviation Agency 

SUBCHAPTER E—-AIRSPACE 

[Airspace Docket No. 66-SW-21] 

PART 71—DESIGNATION OF FEDERAL 
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS 

Alteration of Control Zones and 
Transition Area; Correction 

On August 19, 1966, F.R. Doc. 66-9005 
was published in the Federal Register 
(31 F.R. 11014) which designated the 
Killeen, Tex., Fort Hood AAF and Robert 
Gray AAF control zones and the Killeen, 
Tex., transition area to become effective 
October 13, 1966. This action elimi¬ 
nated the requirement for the presently 
designated Killeen, Tex., control zone 
and transition area; therefore, action is 
taken herein for the revocation of these 
designations. 

Since this amendment will impose no 
additional burden on any person, notice, 
and public procedures are unnecessary, 
and the effective date of the rule may be 
retained as initially adopted. 

In consideration of the foregoing, FJt. 
Doc. 66-9005, is amended, effective as 
follows: 

1. In the fourth paragraph, the words 
“the Killeen, Tex., control zones are 
designated as follows:” are deleted, and 
the words “the Killeen, Tex., control 
zone is revoked and the following con¬ 
trol zones are designated:” are substi¬ 
tuted therefor. 

2. In the fifth paragraph, “desig¬ 
nated” is changed to “redesignated.” 

(See. 307(a). Federal Aviation Act of 1958; 
49 T7.S.C. 1348) 

Issued in Fort Worth, Tex., on August 
29,1966. 

A. L. Coulter, 

Acting Director, Southwest Region . 

IF.R. Doc. 66-9779; Filed, Sept. 7, 1966; 
8:45 a.m.) 


I Airspace Docket No. 66-AL-30] 

PART 71—DESIGNATION OF FEDERAL 
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS 

PART 75—ESTABLISHMENT OF JET 
ROUTES 


Extension of Airway, Designation of 
Jet Route and Low and High Alti- 
. e Reporting Points, and Altera- 
hon of Control Area 


ruWni'i 1 ? 6 11t 1966, a notice of proposed 
was published In the Federal 
Fed^fl j 1 PR ' 8242) stating that the 
ampnrti, . atIon Agenc y was considering 
a 18 - *2 Parts 71 ^ 75 ° f the 
wouiri L Av J atlon Regulations which 
certain ^f n f redesig nate. and designate 

«WrtUS^. airWayS ' jCt r0UteS ‘ and 

opportimiH d , persons were afforded an 
IX)rt unity to participate in the pro- 


posed rule making through submission of 
comments. No comments were received. 

Subsequent to publication of the no¬ 
tice, a flight check of the proposed Au¬ 
gustine, Alaska, Intersection, indicates 
that this intersection would be unsatis¬ 
factory for air traffic control use. Ac¬ 
cordingly, it will not be designated as a 
low altitude reporting point. 

In consideration of the foregoing. Parts 
71 and 75 of the Federal Aviation Regula¬ 
tions are amended, effective 0001 e.s.t., 
November 10, 1966, as hereinafter set 
forth. 

1. Section 71.125 (31 F.R. 2045) is 
amended as follows: 

a. In V-438 “From Shuyak, Alaska, 
RBN via Homer, Alaska;” is deleted and 
“From Kodiak, Alaska, via Homer, 
Alaska, including an W alternate;” is 
substituted therefor and “The airspace 
below 2,000 feet MSL outside the United 
States is excluded.” is added at the end 
of text. 

b. V-506 is amended to read; 

V-506 From Kodiak, Alaska, via INT of 
Kodiak 332° and King Salmon. Alaska, 097° 
radials; King Salmon; Bethel, Alaska; Nome, 
Alaska; to Kotzebue. Alaska, excluding the 
airspace below 2,000 feet MSL outside the 
United States. 

2. Section 71.161 (31 FR. 2049) is 
amended by adding the following: 

Jet Route No. 123, From INT of Kodiak, 
Alaska, 107° radial and the NW boundary 
Anchorage Oceanic Control Area at latitude 
67*29' N.. longitude 150°30' W., via Kodiak 
to King Salmon. Alaska. 

Jet Route No. 125, From Kodiak, Alaska, 
to Anchorage, Alaska. 

3. Section 71.163 (31 F.R. 2050) is 
amended as follows: In Control 1217 
“The airspace below 2,000 feet MSL out¬ 
side the United States is excluded.” is 
added at the end of text. 

4. Section 71.211 (31 F.R. 2289) is 
amended by adding the following: 

Kodiak, Alaska. 

Marble INT: INT Kodiak, Alaska, 107® 
radial and NW boundary Anchorage Oceanic 
Control Area at latitude 57°29' N., longitude 
150°30' W. 

5. Section 71.213 (31 F.R. 2290) is 
amended by adding the following: 

Kodiak, Alaska. 

Marble INT: INT of Kodiak, Alaska, 107® 
radial and NW boundary Anchorage Oceanic 
Control Area at latitude 57®29' N., longitude 
150°30' W. 

6. Section 75.100 (31 F.R. 2346) is 
amended by adding the following: 

Jet Route No. 123 From INT Kodiak, 
Alaska, 107° radial and NW boundary An¬ 
chorage Oceanic Control Area at latitude 
57°29' N„ longitude 160*30' W., via Kodiak; 
to King Salmon, Alaska. 

Jet Route No. 125 From Kodiak, Alaska, to 
Anchorage, Alaska. 

(Sec. 307(a), 1110, Federal Aviation Act of 
1958 (49 U.S.C. 1348); E.O. 10854 (24 F.R. 
9365)) 

Issued in Washington, D.C., on Au¬ 
gust 30, 1966. 

H. B. Helstrom, 

Chief, Airspace and Air 
Traffic Rules Division. 

[FR. Doc. 66-9780; Filed, Sept. 7, 1966; 

8:45 ajn.] 


SUBCHAPTER F—AIR TRAFFIC AND GENERAL 
OPERATING RULES 

(Reg. Docket No. 7583; Arndt. 95-145J 

PART 95—IFR ALTITUDES 

Miscellaneous Amendments 

The purpose of this amendment to 
Part 95 of the Federal Aviation Regula¬ 
tions is to make changes in the IFR 
altitudes at which all aircraft shall be 
flown over a specified route or portion 
thereof. These altitudes, when used in 
conjunction with the current changeover 
points for the routes or portions thereof, 
also assure navigational coverage that is 
adequate and free of frequency inter¬ 
ference for that route or portion thereof. 

As a situation exists which demands im¬ 
mediate action in the interest of safety. 
I find that compliance with the notice 
and procedure provisions of the Admin¬ 
istrative Procedure Act is impracticable 
and that good cause exists for making 
this amendment effective within less 
than 30 days from publication. 

In consideration of the foregoing and 
pursuant to the authority delegated to 
me by the Administrator (24 F.R. 5662), 
Part 95 of the Federal Aviation Regula¬ 
tions is amended, effective October 13, 
1966, as follows: 

1. By amending Subpart C as follows: 

Section 95.679 Blue Federal airway 79 
is amended to read in part: 

From, to, and ME A 

Haines, Alaska, LF/RBN; Burwash Landing. 
Y.T. LFR; #11,000. #For that airspace 
over U.S. territory. 

Section 95.1001 Direct routes—United 
States is amended to delete: 

Harrison INT, Ga.; Norcross, Ga., VOR; 3,000. 

Section 95.1001 Direct routes—United 
States is amended by adding: 

San Diego, Calif., VOR via SAN, 110® rad; 

United States-Mexlc&n border; 5,600. 

San Diego, Calif., VOR via SAN, 120® rad; 

United Statee-Mexican border; 4.600. 

A venal. Calif., VOR COP 65 AVE; San Jose, 
Calif., VOR; *10,000. *6700—MOCA. 

MAA—39.000. 

Columbus. Ga., LOM; Geneva INT, Ga.; 
*2,200. *1900—MOCA. Via CSE LOM 

046° rad. 

Dunoir, Wyo., VOR; Billings, Mont., 

VORTAC; 18,000. MAA—45,000. 

Section 95.1001 Direct routes—United 
States is amended to read in part: 

Fort Myers, Fla., VOR; Sarasota. Fla., VOR; 

•2,000. * 1,500—MOCA. 

Sarasota, Fla., VOR; Arcadia INT, Fla.; 

*2,000. *1.500—MOCA. 

Sarasota, Fla., VOR; La BeUe, Fln„ VOR; 

•2,000. *1,500—MOCA. 

Norcross, Ga., VOR; Buckhead INT. Ga.; 
3.000. Kennesaw INT, Ga.; Buckhead INT. 
Ga.; 3,300. 

Puerto Rico Routes 


Route 1: 

•Hawaii INT, P.R.; Cabo Rojo INT, P.R.; 
•*8,500. *8.500—MRA. • *1.300—MOCA. 

Route 9.* 

•Hawaii INT, P.R.; Ponce, P.R., VOR; 2,600. 
*8,500—MRA. 
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Section 95.6003 VOR Federal airway 3 
is amended to read in part: 

From, to, and ME A 

Savannah, Ga.. VOR; Vance, S.C., VOR; 
•1,900. • 1,600—MOCA. 

Section 95.6007 VOR Federal airway 7 
Is amended to read in part: 

Evansville, Ind., VOR; • Decker INT, Ind.; 
2,100. *2,300—MRA. 

Section 95.6008 VOR Federal aincay 8 
is amended to read in part: 

Ontario, Calif., VOR; •Rialto INT, Calif.; 
5.000. *9,000—MCA Rialto INT, North- 

east-bound. 

Rialto INT, Calif.; Lucerne INT, Calif.; 10.500. 
Lucerne INT. Calif.; Hector. Calif., VOR; 
•10,000. •9,000—MOCA. 

Section 95.6011 VOR Federal airway 11 
Is amended to read in part: 

Weston INT, Ky.; Evansville, Ind., VOR; 2,100. 
Evansville, Ind., VOR via E alter.; Augusta 
INT, Ind., via E alter.; 2,100. 

Section 95.6015 VOR Federal airway 15 
is amended to read in part: 

Silver INT, Tex.; Washington INT, Tex.; 

•2,000. *1.600—MOCA. 

Washington INT, Tex.; College Station, Tex., 
VOR; 1.800. 

Sealy INT. Tex., via W alter.; Independence 
INT, Tex., via W alter.; *2,100. *1,500— 

MOCA. 

Independence INT. Tex., via W alter.; College 
Station, Tex., VOR via W alter.; 1,800. 
College Station. Tex., VOR via W alter.: Bar¬ 
clay INT. Tex., via W alter.; *2,500. 
•1,800—MOCA. 

Section 95.6016 VOR Federal airway 16 
is amended to read in part: 

•Moreno INT, Calif.; Banning INT, Calif., 
eastbound; 13,000. Westbound; 9,000. 
•12,000—MCA Moreno INT, eastbound. 
Wink. Tex., VOR via S alter.; Notrees DME 
Fix, Tex., via S alter.; 5.500. 

Notrees DME Fix, Tex., via S alter.; Midland, 
Tex., VOR via S alter.; *4,500. *4,400— 

MOCA. 

Section 95.6017 VOR Federal airway 17 
is amended to read in part: 

Leming INT, Tex.; Losoya INT, Tex.; *2,500. 
*1,600—MOCA. 

Losoya INT, Tex.; Bellaire INT. Tex.; *2,500. 
•1,800—MOCA. 

Bellaire INT. Tex.; San Antonio, Tex., VOR; 
•2,500. *2,200—MOCA. 

Section 95.6018 VOR Federal airway 18 
is amended to read in part: 

St. George INT. S.C.; Charleston. S.C., VOR; 
•1,800. *1,300—MOCA. 

Section 95.6021 VOR Federal airway 21 
is amended to read in part: 

Ontario. Calif., VOR; *Rialto INT. Calif.; 
5.000. ♦ 9.000—MCA Rial to INT, northeast- 

bound. 

Rialto INT. Calif.; Lucerne INT, Calif.; 10,500. 
Lucerne INT, Calif.; Hector, Calif., VOR; 
*10,000. *9,000—MOCA. 

Section 95.6037 VOR Federal airway 37 
is amended to read in part: 


Section 95.6051 VOR Federal airway 51 
is amended to read in part: 

From, to, and ME A 

Highway. Tenn.. VOR via W alter.; ‘Baker- 
ton ENT. Ky., via W alter.; • *2,800. 

• 4,500—MRA. • • 2,300—MOCA. 

Baker ton INT. Ky.. via W alter.; New Hope, 
Ky.. VOR via W alter.; *2,800. *2.300— 

MOCA. 

Section 95.6053 VOR Federal airway 53 
is amended to read in part: 

Charleston, S.C., VOR; St. George INT, S.C.; 
•1.800. *1.300—MOCA. 

Section 95.6054 VOR Federal airway 54 
is amended to read in part: 

Ennis INT, Tex.; • Scurry INT. Tex.; • *5,000. 
•2.600—MRA. • *1.800—MOCA. 

Section 95.6062 VOR Federal airway 62 
Is amended to read in part: 

Cisco INT, Tex.; *Mill INT, Tex.; * *6,000. 

•3,500—MRA. **3,900—MOCA. 

Plainview, Tex., VOR; Lubbock, Tex., VOR; 
•5,000. *4,600—MOCA. 

Section 95.6068 VOR Federal airway 68 
is amended to read in part: 

•Comfort INT; ••Boeme INT. Tex.; ♦* *3,100. 

• 4.000—MRA. **5,000—MRA. ** *2,800— 
MOCA. 

Boerne INT, Tex.; Van Raub INT, Tex.; 
•3,100. *2,800—MOCA. 

Section 95.6076 VOR Federal airway 76 
is amended to read in part: 

Hyman, Tex., VOR; San Angelo. Tex., VOR; 
•4,400. *4,000—MOCA. 

Section 95.6081 VOR Federal airway 81 
is amended to read in part: 

Lubbock. Tex., VOR; Plainview, Tex., VOR; 
•5.000. *4,600—MOCA. 

Section 95.6094 VOR Federal airway 94 
is amended to read in part: 

Wink, Tex., VOR; Notrees DME Fix, Tex.; 
5.500. 

Notrees DME Fix, Tex.; Midland, Tex., VOR; 

•4,500. *4.400—MOCA. 

Dyess. Tex., VOR; *Mill INT, Tex.; **6,000. 
•3,500—MRA. * *3.900—MOCA. 

Section 95.6097 VOR Federal airway 97 
is amended to read in part: 

Woodstock INT. HI.; Janesville, Wis., VOR; 
•2.900. *2,500—MOCA. 

Section 95.6138 VOR Federal airway 
138 is amended to read in part: 

Grand Island. Nebr., VOR; Seward INT, 
Nebr.; *4,000. *3,200—MOCA. 

Section 95.6140 VOR Federal airway 
140 is amended to read in part: 

Freedom INT. Ky., via N alter.; ‘Bakerton 
INT. Ky.. via N alter.; • *5,500. *4,500— 

MRA. • *3,100—MOCA. 

Section 95.6155 VOR Federal airway 
155 is amended to read in part: 

Augusta. Ga., VOR: Monetta INT, S.C.; 
•2,200. *2,000—MOCA. 

Section 95.6157 VOR Federal airway 
157 is amended to read in part: 


From, to, and ME A 

Parkway INT, Fla.; Pluto INT, Fla.; *1,500. 
•1.100—MOCA. 


Section 95.6163 VOR Federal airway 
163 is amended to read in part: 

Leming INT. Tex.; Losoya INT, Tex.; *2,500. 
*1,600—MOCA. 

Losoya INT. Tex.; Bellaire INT, Tex.; *2,500. 
•1,800—MOCA. 

Bellaire INT. Tex.; San Antonio, Tex., VOR; 
*2,500. *2.200—MOCA. 

Section 95.6177 VOR Federal airway 
177 is amended to read in part: 

Marengo INT. HI.: Janesville, Wis., VOR; 
•2,700. *2,500—MOCA. 

Section 95.6185 VOR Federal airway 
185 is amended to read in part: 

Savannah. Ga.. VOR; Sardis INT, Ga.; *2,000. 
•1.500—MOCA. 


Section 95.6198 VOR Federal aincay 
198 is amended to read in part: 

•Comfort INT, Tex.; * ♦ Boerne INT. Tex.; 
•♦•3.100. *4,000—MRA. • *5,000—MRA. 

•••2,800-MOCA. 

Boerne INT, Tex.; Van Raub INT. Tex.; *3,100. 
•2,800—MOCA. 

Section 95.6210 VOR Federal airway 
210 is amended to read in part: 

Peach Springs, Ariz., VOR; Grand Canyon, 
Ariz.VOR; *10,000. * 9 . 500 —MOCA. 

Grand Canyon, Ariz., VOR; Tuba City, Ariz., 
VOR; 9.500. 


Section 95.6216 VOR Federal airway 
216 is amended to read in part: 

Janesville, Wis., VOR; *Wlnd Lake INT. Wis.; 
**3,000. *3,000—MRA. • *2,500—MOCA. 

Section 95.6257 VOR Federal airway 
257 is amended to read in part: 

Prescott, Ariz., VOR; Grand Canyon, Ariz., 
VOR; *10,000. *9,000—MOCA. 

•Grand Canyon, Ariz., VOR: Bryce Canyon. 
Utah, VOR; •• 13.000. * 12 . 800 —MCA 

Grand Canyon VOR. northbound. 
••11,400—MOCA. 

Section 95.6264 VOR Federal airway 
264 is amended to read in part: 

♦Moreno INT, Calif., via S alter.; Banning 
INT, Calif., via S alter., eastbound; 13.000. 
Westbound; 9,000. * 12 , 000 —MCA Moreno 

INT, eastbound. 


Section 95.6266 VOR Federal airway 
266 is amended to read in part: 


South Boston, Va., VOR: Lawrcnceville, Va. 
VOR; 2,000. 


Section 95.6402 Hawaii VOR Federal 
airway 2 is amended to read in part : 

High Tide INT, Hawaii; Breakers INT. 
Hawaii; *3,000. *1,000—MOCA. 

Section 95.6415 Hawaii VOR Federal 
airway 15 is amended to read in part. 


'Molokai, Hawaii, VOR; **Maui, Haaft • 
VOR; * * *8.000. * 5 , 000 —MCA M o 1 o x 

VOR, eastbound. **6,500—MCA 
VOR. westbound. •• *7.500— MOCA, 
it. 097* M rad. South Kauai VORand n 
M rad. Lihue VOR; Breakers INT. 






Blythewood INT, S.C.; Fort Mill, S.C., VOR; 

•2,400. *2,000—MOCA. 

♦Tillman INT, S.C.; **Wixon INT, S.C., 
•*•2,000. *3,000—MRA. • *3,300—MRA. 

*••1,300—MOCA. 

Wlxon INT. S.C.; Allendale. 8.C., VOR; 
*2,000. *1,300—MOCA. 


Lotts INT. Ga.; Allendale, S.C., VOR; *2.000. 
•1,600—MOCA. 

Section 95.6159 VOR Federal airway 
159 is amended to read in part; 

Palm Beach. Fla., VOR: Parkway INT, Fla.; 
♦1.500. *1,300—MOCA. 


Section 95.6440 VOit Federal airuM 
40 is amended to read in part: 

Puntllla Lake INT. Alaska; **Windy 
INT. Alaska; •• *10,000. 11 

••8.600—MCA Windy Fork INT, 
eastbound. • • *9,500—MOCA. 


south' 
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Section 95.6444 VOR Federal airway 
444 is amended to read in part: 

From , to, and MEA 

Betties, Alaska, VOR; Hess Creek INT, Alaska, 
•12,000. *6,300—MOCA. 


SUBCHAPTER I—AIRPORTS 

(Docket No. 7695: Amdt. 151-141 

PART 151—FEDERAL AID TO 
AIRPORTS 


Section 95.6449 VOR Federal airway 
449 is amended to read in part: 

Brookfield INT. N.Y.; Deansboro INT, N.Y.; 
3 600. 

Deansboro INT, N.Y.; Clinton INT, N.Y.; 
3,300. 

Section 95.6456 VOR Federal airway 
456 is amended to read in part: 

Big Mountain, Alaska, LF/RBN; • Copper INT, 
Alaska, northeastbound; ••11,500. South- 
westbound; 6,000. *12,000—MCA Copper 

INT, northeastbound. •• 6,000—MOCA. 

Section 95.6492 VOR Federal airway 
492 is amended to read in part: 

Pluto INT, Fla., via N alter.; Parkway INT, 
Fla., via N alter.; *1,500. *1,100—MOCA. 

Parkway INT, Fla., via N alter.; Palm Beach, 
Fla., VOR via N alter.; *1,500. *1,300— 

MOCA. 


Section 95.6504 VOR Federal airway 
504 is amended to read in part: 

Nenana, Alaska, VOR; Rampart INT, Alaska; 

*7,000. *6,400—MOCA. 

Rampart INT, Alaska; Betties, Alaska, VOR; 
*7,000. *6,600—MOCA. 


Section 95.7086 Jet Route No. 86 is 
amended by adding: 

From , to, MEA, and MAA 

Boulder, Nev., VORTAC; Peach Springs. Arlz., 
VOR; 18.000; 45,000. 

Peach Springs. Ariz., VOR; Winslow. Arlz., 
VORTAC; 18.000; 45,000. 

Winslow. Ariz., VORTAC: El Paso, Tex., 
VORTAC: #29,000; 45,000. #MEA is es¬ 
tablished with a gap in navigation signal 
coverage. 


2. By amending Subpart D as follows: 
Section 95.8003 VOR Federal airway 

changeover points: 

Airway segment; From; to—Changeover 
point: Distance; from 

V-15 is amended to read in part: 

Molokai, Hawaii, VOR; Maul, Hawaii, VOR; 
13; Maui. 

V-16 is amended to read in part: 

0n t ^ rio - Cant., VOR; Palm Springs, Calif., 
VOR; 34; Ontario. 

V-174 is amended to delete: 

Henderson, W. Va., VORTAC; Elkins, W. Va., 
VORTAC; 49; Henderson. 

V-210 Is amended to read in part: 
\™> Sprlngs ’ Arlz * VOR : Tllba City, Ariz., 
VOR; 57; Peach Springs. 

V-257 is amended to delete: 

***»•• VOR; Bryce Canyon. Utah, 
VOR; &8; Prescott. 

is amended by adding: 

Arl2 ' VOR; Bryce Canyon, 
Ut£h. VOR; 79; Grand Canyon. 

read ln I»rt: 

Sprint^ VOR s alter.; Palm 

Prtngs, Calif., VOR via S alter.; 34; Ontario. 

Pederal Aviation Act of 1958 
U.S.C. 1348, 1610)) 

29*?S>&S WashJngt ° n ' D C > on August 


James F. Rudolph, 
Acting Director , 
Flight Standards Service. 

R ' ***• W-9728; Plied, Sept. 7. 19«6; 
8:45 a.m.J 


Exclusive Rights Prohibition 

The purposes of this amendment are 
to conform § 151.121 with current Agency 
policy on exclusive rights and to correct 
the references contained in § 151.41(c) 
( 2 ). 

In making grant agreements under the 
Federal-aid Airport Program, FAA for¬ 
merly permitted the continuing existence 
of exclusive rights at airports to engage 
in the sale of gasoline and oil, and even 
new grants of such rights, if the airport 
had in the past received a transfer of 
surplus property under section 13(g) of 
the Surplus Property Act of 1944 (50 
U.S.C. App. 1622(g)). (Sec. 13(g)(2) 
(c) prohibits exclusive rights for the use 
of airports that receive surplus property 
but excludes “the sale of gasoline and 
oil” for aircraft from its definition of 
activities for which exclusive rights may 
not be granted.) This was reflected in 
the last sentence of the sponsor’s assur¬ 
ance set forth in § 151.121. The new 
exclusive rights policy of October 25,1965 
(30 FJt. 13661), requires as a condition 
on FAAP grants that the sponsor (in¬ 
cluding the operator of a “surplus air¬ 
port”) agree tc the prospective applica¬ 
tion at all its airports of the unqualified 
prohibition of exclusive rights in section 
308(a) of the Federal Aviation Act (49 
U.S.C. 1349). To reflect this change of 
policy, the assurance in § 151.121 is re¬ 
worded, and the present last sentence is 
deleted. 

The preceding (next to last) sentence 
of the assurance, as now set forth in 
§ 151.121, sets an absolute deadline for 
steps to terminate existing exclusive 
rights. The new policy merely requires 
termination at the earliest renewal, can¬ 
cellation, or expiration date of the agree¬ 
ment establishing the exclusive right. 
This sentence is amended to conform it 
to the new policy. 

Section 151.41(c)(2) of Part 151 con¬ 
tains a reference to the Federal Airport 
Act erroneously reading “section 13(3)” 
instead of “section 13(a)(3)”. This 
error is being corrected. 

The procedural requirements of section 
4 of the Administrative Procedure Act do 
not apply to this amendment because it 
relates to public grants, benefits, and 
contracts and merely conforms § 151.121 
to previously published Agency policy. 

In consideration of the foregoing, Part 
151 is amended, effective October 8, 1966, 
as follows: 

1. Section 151.41(c)(2) is amended to 
read as follows: 

§151.41 Project cost*. 


(c) • ♦ ♦ 

(2) Be reasonable in amount (or be 
subject to partial disallowance under sec¬ 
tion 13(a) (3) of the Federal Airport Act 
(49 U.S.C. 1112(a)(3)); 

• • • • • 


2. The convenant set forth in § 151.121 
is amended to read as follows: 

§ 151.121 Procedures: offer; sponsor 
assurances. 

• • • • • 

The sponsor will not grant or permit any 
exclusive right forbidden by section 308(a) 
of the Federal Aviation Act of 1958 on the 
airport or any airport that It may subse¬ 
quently acquire. In furtherance of the 
policy of the FAA under this covenant the 
sponsor agrees that, unless authorized by the 
Administrator, It will not. either directly or 
indirectly, grant or permit any person, firm, 
or corporation the exclusive right for the con¬ 
duct of any aeronautical activities on the 
airport or any airport subsequently acquired 
by it, Including, but not limited to, charter 
flights, pilot training, aircraft rental and 
sightseeing, aerial photography, crop dusting, 
aerial advertising and surveying, air carrier 
operations, aircraft sales and services, sale of 
aviation petroleum products whether or not 
conducted in conjunction with other aero¬ 
nautical activity, repair and maintenance of 
aircraft, sale of aircraft parts, and any other 
activities which because of their direct rela¬ 
tionship to the operation of aircraft can be 
regarded as an aeronautical activity. The 
sponsor further agrees that it will terminate 
any such exclusive right (Including any ex¬ 
clusive right to engage In the sale of gasoline 
or oil, or both) now existing at the airport or 
at any airport owned or controlled by the 
sponsor, at the earliest renewal, cancellation, 
or expiration date applicable to the agree¬ 
ment that established the exclusive right, 
and certifies that there is no exclusive right 
not subject to termination under this 
provision. 

(Secs. 1-15, 17-21, Federal Airport Act (49 
U.S.C. 1101-1114, 1116-1120); secs. 308(a), 
313(a), Federal Aviation Act of 1958 (49 
U.S.C. 1349, 1354)) 

Issued in Washington, D.C., on August 
31,1966. 

William F. McKee, 
Administrator. 

[F.R. Doc. 66-9781; Filed. Sept. 7, 1966; 

8:45 a.m.J 


Title 16—COMMERCIAL 
PRACTICES 

Chapter I—Federal Trade 
Commission 

[Docket No. C-1088J 

PART 13—PROHIBITED TRADE 
PRACTICES 

Phillips Petroleum Co. et al. 

Subpart—Acquiring corporate stock or 
assets: § 13.7 Joint ventures, 1 Subpart— 
Combining or conspiring: § 13.395 To 
control marketing practices and condi- 
tions; § 13.452 To limit production; 
§ 13.470 To restrain and monopolize 
trade. 

(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended; 
sec. 7, 38 Stat. 731, as amended; 15 U.8.C. 
45, 18) | Cease and desist order, Phillips 

Petroleum Co. et al., Bartlesville, Okla., 
Docket C-1088, Aug. 2,1966J 


1 New section added. 
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RULES AND REGULATIONS 


In the Matter of Phillips Petroleum Co., 
a Corporation ; National Distillers & 
Chemical Corp., a Corporation ; Alamo 
Industries, Inc., a Corporation; and 
A-B Chemical Corp., a Corporation 

Consent order requiring the dissolution 
of major joint ventures in the polyolefin 
plastics field between Phillips Petroleum 
Co. of Oklahoma and National Distillers 
& Chemical Corp. of New York City, and 
requiring divestiture of the resin plant 
and three acquisitions made by one of 
these joint ventures, and requiring the 
construction of two new resin plants by 
Phillips and banning future acquisitions 
and joint ventures by Phillips or 
National. 

The order to cease and desist, includ¬ 
ing further order x-equiring report of 
compliance therewith, is as follows: 

A. Dissolution of Alamo Industries, 
Inc., Joint Venture 

I. It is ordered , That, within ninety 
(90) days from the effective date of this 
order, National Distillers & Chemical 
Corp. (hereinafter referred to as “Na¬ 
tional") shall sell to Phillips Petroleum 
Co. (hereinafter referred to as “Phil¬ 
lips") . and Phillips shall purchase from 
National, capital stock, bonds, deben¬ 
tures, and other securities and interests 
held by National in Alamo Industries, 
Inc. (hereinafter referred to as 
“Alamo"), in accordance with Exhibit 
A. After such purchase has been com¬ 
pleted, Phillips shall comply with the 
terms of this order which are applicable 
to Alamo. 

n. It is further ordered, That, within 
two (2) years from the effective date of 
this order, Alamo and/or Phillips shall 
divest absolutely and in good faith, to a 
purchaser or purchasers approved by the 
Federal Trade Commission, the facilities 
for the production of polypropylene resin 
known as the Monument Plant and lo¬ 
cated at Houston, Tex., including, but 
not limited to, all properties, machinery, 
equipment, raw material reserves, if any, 
and all contract rights pertaining to 
the operation of said facilities to the end 
that such divested facilities be estab¬ 
lished as a going concern and effective 
competitor in the manufacture and sale 
of polypropylene resins; that Phillips 
shall giant to the purchaser or pur¬ 
chasers of the aforesaid Monument 
Plant a license of polypropylene patents 
and know-how providing for a minimum 
annual royalty of $200,000 for the first 
five (5) years, and otherwise at such 
royalty and upon such terms as were 
originally provided by Phillips* present 
license to Alamo; that Phillips shall con¬ 
tinue to supply propylene feedstock to 
the Monument Plant for a term of three 
(3) years from the sale of the Monu¬ 
ment Plant, or for such longer term as, 
with the approval of the Federal Trade 
Commission, the purchaser or purchasers 
may reasonably require, at prices not to 
exceed the current market price as de¬ 
termined from time to time and under 
a contract the same in form and sub¬ 
stance as Phillips* present propylene 
supply contract with Alamo, except that 
the minimum annual quantity shall be 


15 million pounds and the maximum 
annual quantity shall be 40 million 
pounds; and that Phillips or Alamo shall, 
at the option of such purchaser or pur¬ 
chasers, agree to manage and operate 
the aforesaid Monument Plant for such 
purchaser or purchasers upon such terms 
as provided by the management agree¬ 
ment now in effect between Phillips and 
Alamo, but in no event shall such man¬ 
agement agreement be for a term of more 
than five (5) years; and that Phillips 
may require such purchaser or pur¬ 
chasers to enter into a contract with 
Phillips, upon reasonable terms and con¬ 
ditions, for the supply of polypropylene 
resin to cover the requirements of Alamo 
until Phillips has constructed, in accord¬ 
ance with paragraph III of this order, a 
new polypropylene plant and until such 
new plant is in commercial production, 
or until Alamo has made other arrange¬ 
ments for its polypropylene supply, but 
in no event shall such contract be for 
a term of more than five (5) years. 

m. It is further ordered, That, within 
three (3) years from the date of divesti¬ 
ture of the Monument Plant as ordered 
by paragraph II of this order (if such 
divestiture is accomplished within the 
two (2) year period therein specified), 
Phillips shall construct, or cause one of 
its subsidiaries to construct, facilities for 
the production of polypropylene resin 
with a minimum annual rated capacity 
of 35 million pounds. 

IV. It is further ordered, That, within 
two (2) years from the effective date of 
this order. Alamo and/or Phillips shall 
divest absolutely and in good faith, to a 
purchaser or purchasers approved by the 
Federal Trade Commission, the synthetic 
film production and manufacturing 
facilities at Stratford. Conn., hereto¬ 
fore purchased by Alamo from National, 
including, but not limited to, all proper¬ 
ties, plants, machinery, equipment, raw 
material reserves, if any, and all contract 
rights pertaining to the operation of said 
facilities to the end that such divested 
facilities be established as a going con¬ 
cern and effective competitor in the man¬ 
ufacture and sale of synthetic film; and 
that National, to the extent that it is 
legally free to do so, shall grant to such 
purchaser or purchasers a license of the 
patents and know-how relating to syn¬ 
thetic film heretofore licensed to Alamo. 

V. It is further ordered. That, within 
two (2) years from the effective date of 
this order. Alamo and/or Phillips shall 
divest absolutely and in good faith, to 
a purchaser or purchasers approved by 
the Federal Trade Commission, the rope 
business of Alamo’s subsidiary, Wall In¬ 
dustries, Inc. (hereinafter referred to as 
“Wall"), including, but not limited to, 
the plant located at Beverly. N.J., all 
machinery and equipment located in 
said plant, related marketing facilities, 
and all other properties, plants, machin¬ 
ery, equipment, trade names, contract 
rights, trademarks, and goodwill relating 
to said rope business, together with all 
improvements relating to said rope busi¬ 
ness, to the end that such business be 
established as a going concern and effec¬ 
tive competitor in the manufacture and 


sale of rope; and that if, after two (2) 
years from the effective date of this or¬ 
der, Alamo and/or Phillips have been 
unable to divest Wall’s rope business as 
aforesaid despite bona fide efforts to do 
so, Alamo and/or Phillips shall divest 
such other assets of Wall as shall be 
necessary to effectuate the divestiture of 
such rope business. 

VI. It is further ordered, That, within 
ninety (90) days from the effective date 
of this order, Alamo shall sell to National, 
and National shall purchase from Alamo, 
all capital stock, bonds, debentures, other 
securities, and all other interests held by 
Alamo in Beacon Manufacturing Co., in 
accordance with Exhibit A. 

VH. It is further ordered. That Phil¬ 
lips shall grant to National, at National's 
request made within five (5) years of the 
date of the aforsaid sale of Alamo’s stock 
by National to Phillips, licenses to Phil¬ 
lips* and/or Alamo’s polypropylene proc¬ 
ess and licenses under United States 
patents or know-how relating to prod¬ 
ucts using polypropylene In accordance 
with Exhibit A, to the end that National 
have available to It all necessary know¬ 
how and licenses under patents to enter, 
if it so desires, the polypropylene field. 

B. Dissolution of A-B Chemical Corp. 

Joint Venture 


vm. It is further ordered, That, 
within ninety (90) days from the effec¬ 
tive date of this order, Phillips shall sell 
to National, and National shall purchase 
from Phillips, all the capital stock, bonds, 
debentures, other securities, and all other 
interests held by Phillips in A-B Chemi¬ 
cal Corp. (hereinafter referred to as 
“A-B"), in accordance with Exhibit B. 

IX. It is further ordered, That, within 
five (5) years from the effective date of 
this order, Phillips shall enter independ¬ 
ently into the production of low density 
polyethylene resin at a newly constructed 
plant with a minimum annual rated 
capacity of 140 million pounds. Phil¬ 
lips shall promptly initiate the steps 
necessary for construction of said plant, 
and shall continue to use its best efforts 
to construct such plant and to bring it 
into production at the earliest possible 

X. It is further ordered. That National 
shall grant to Phillips, at Phillips’ re- 
quest made within five (5) years from the 
date of the aforesaid sale of A-B’s stoex 
by Phillips, and in connection with its 
construction of the low density poly¬ 
ethylene plant referred to the preceding 
paragraph, a license to National’s hign 
pressure polyethylene process, in accord¬ 
ance with Exhibit B, to the end that 
Phillips may utilize National’s process, u 
it so desires, in its independent entry into 
the production of low density polyethyl¬ 


ene resin. , 

XI. It is f urther ordered, That National 
shall take certain steps to establish in tn 
low density polyethylene resin business 
any tw'o firms or companies 
and/or chosen by the Federal Tia 
Commission, on terms and conditions se 
forth in the form of agreement aimexeu 
hereto as Exhibit C, to the end that com¬ 
petition in low density polyethyle 
resin be fostered by entry of new P 
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ducers: Provided , however , That if Na¬ 
tional shall have then granted a license 
to anyone covering National's high-pres¬ 
sure polyethylene process in the United 
States, its territories, possessions or 
Puerto Rico (other than to a licensee who 
is either already in the high-pressure 
polyethylene resin business using a proc¬ 
ess not directly or indirectly obtained 
from National or is a company at least 
50 percent of whose voting stock is 
owned by National) upon more favorable 
scope, terms and conditions than those 
set forth in Exhibit C, then Exhibit C 
shall be amended to be not less favorable 
to the licensee than the most favorable 
license granted to such other licensee. 

C. Dissolution of Atlantic Polymers, 
N.V. Joint Venture 

XII. It is further ordered, That, within 
ninety (90) days from the effective date 
of this order, Phillips shall sell to Na¬ 
tional, and National shall purchase from 
Phillips, all capital stock, bonds, deben¬ 
tures, other securities and all other in¬ 
terests held by Phillips in Atlantic Poly¬ 
mers, N.V. (a Belgian corporation now 
engaged in the construction of a plant 
for the production of polyethylene resin 
in Belgium), in accordance with Ex¬ 
hibit D. 


D Divestiture of National's Interest in 
American Renolit Corp. 


XHr. It is further ordered. That, with¬ 
in ninety (90) days from the effective 
date of this order, National shall sell to 
Phillips, and Phillips shall purchase from 
National, all capital stock, bonds, deben¬ 
tures, other securities, and all other in¬ 
terests held by National in American 
Renolit Corp. (a Delaware corporation 
engaged in the production of polyvinyl 
chloride), in accordance with Exhibit E. 

E. Ban on Future Acquisitions and 
Joint Ventures 


XIV. It is further ordered , That: (1) 
For a period of ten (10) years from the 
effective date of this order. Phillips shall 
hot acquire, directly or indirectly, 
through subsidiaries, joint ventures or 
otherwise, the whole or any part of the 
stock, share captial or assets (other than 
Products sold in the course of business 
patents, licenses or know-how) of 
any domestic concern theretofore en¬ 
gaged principally or as one of its major 
commodity lines in the manufacture. 
Processing, conversion or sale of any 
Polypropylene or low density polyethyl- 
ne resin or fabricated product (except 
a concern the business activities of which 
• Polypropylene or low density poly- 
nylene are limited to processing, con- 
version or fabrication and which in the 
t0 Phim PS’ acquisition ac- 
sales of Polypropylene 
Dr™ini? h ai ? d low den sity polyethylene 
k^ d ^l tS nnn 0 L eXCeedin « OUe mlUi On dol- 
without the prior ap- 
and Val ° f 1116 Federal Trade Commission. 

the 2 *f£°. r . a t *i riod ot flve years from 
sh»if « CC . tlve date of ^ order, Phillips 

throu bi?* 1 * a e> directl y or indirectly, 

oh subsidiaries, Joint ventures or 


otherwise, the whole or any part of the 
stock, share capital or assets (other than 
products sold in the course of business 
and patents, licenses or know-how) of 
any domestic concern therefore engaged 
principally or as one of its major com¬ 
modity lines in the manufacture, proc¬ 
essing. conversion or sale of any high 
density polyethylene resin or fabricated 
product (except a concern the business 
activities of which in high density poly¬ 
ethylene are limited to processing, con¬ 
version or fabrication and which in the 
year prior to Phillips' acquisition ac¬ 
counted for total sales of polypropylene 
and polyethylene products not exceeding 
one million dollars ($1,000,000). without 
the prior approval of the Federal Trade 
Commission. 

XV. It is further ordered . That: (1) 
For a period of ten (10) years from the 
effective date of this order, National 
shall not acquire, directly or indirectly, 
through subsidiaries, joint ventures, or 
otherwise, the whole or any part of the 
stock, share capital or assets used in the 
manufacture or sale of high or low den¬ 
sity polyethylene resin (other than prod¬ 
ucts sold in the course of business and 
patents, licenses or know-how) of any 
domestic concern engaged (and in the 
case of joint ventures, to be engaged) 
principally or as one of its major com¬ 
modity lines in the manufacture or sale 
of high or low density polyethylene resin, 
without the prior approval of the Fed¬ 
eral Trade Commission; 

(2) For a period of five (5) years from 
the effective date of this order. National 
shall not acquire, directly or indirectly, 
through subsidiaries, joint ventures or 
otherwise, the whole or any part of the 
stock, share capital or assets (other than 
products sold in the course of business 
and patents, licenses or know-how) of 
any domestic concern theretofore en¬ 
gaged in the conversion, fabrication or 
sale of any high or low density polyeth¬ 
ylene product where such concern, in the 
year prior to National’s acquisition had 
total sales of polypropylene and high and 
low density polyethylene products in ex¬ 
cess of five million dollars ($5,000,000). 
without the prior approval of the Federal 
Trade Commission; 

(3) For a period of five (5) years from 
the effective date of this order. National 
shall not acquire, directly or indirectly, 
through subsidiaries. Joint ventures or 
otherwise, the whole or any part of the 
stock, share capital or assets used in the 
manufacture or sale of polypropylene 
resin (other than products sold in the 
course of business and patents, licenses 
or know-how) of any domestic concern 
then or at any time in the past engaged 
principally or as one of its major com¬ 
modity lines in the manufacture or sale 
of polypropylene resin, without the prior 
approval of the Federal Trade Commis¬ 
sion; and 

(4) For a period of five (5) years from 
the effective date of this order. National, 
if it shall have authorized entry into the 
business of producing polypropylene 
resin, shall not acquire, directly or in¬ 
directly, through subsidiaries, joint ven¬ 
tures or otherwise, the whole or any part 
of the stock, share capital or assets 


(other than products sold in the course 
of business and patents, licenses or know¬ 
how) of any domestic concern thereto¬ 
fore engaged in the conversion, fabrica¬ 
tion or sale of polypropylene products 
where such concern, in the year prior to 
National's acquisition, had total sales of 
polypropylene and high and low density 
polyethylene products in excess of five 
million dollars ($5,000,000) without the 
prior approval of the Federal Trade 
Commission. 

XVI. It is further ordered , That, for a 
period of twenty (20) years from the ef¬ 
fective date of this order, Phillips and 
National shall cease and desist from en¬ 
gaging together, directly or indirectly, in 
any future joint ventures involving the 
manufacture, processing, conversion, 
fabrication or sale of any polyolefin or 
polyolefin product, without the prior ap¬ 
proval of the Federal Trade Commission. 

F. General Provisions 

XVH. It is further ordered . That, 
pending divestiture or sale, respondents 
shall not make or permit any deteriora¬ 
tion in any of the plants, machinery, 
building, equipment or other property or 
assets of the companies and plants de¬ 
scribed in this order which may impair 
their present capacity or market value, 
unless such capacity or value is restored 
prior to divestiture or sale. 

XVIII. It is further ordered , That in 
the event that respondents, despite bona 
fide efforts to do so, are unable to divest 
any or all of the facilities required to be 
divested by this order or are unable to 
construct new plants in accord with this 
order within the specified time, respond¬ 
ents may apply to the Federal Trade 
Commission at such time for relief from 
such obligations; and the Federal Trade 
Commission may issue such orders as it 
deems appropriate regarding such obli¬ 
gations and the disposition of facilities 
not yet divested. 

XIX. It is further ordered. That: 

(1) Within ninety (90) days from the 
effective date of this order, Phillips, Na¬ 
tional and Alamo shall report in writing 
to the Federal Trade Commission their 
com pliance with paragraphs I, VI, Vm, 
XII, and XIII of this order; 

(2) Within ninety (90) days from the 
effective date of this order, and every 
ninety (90) days thereafter until the 
divestitures required by paragraphs n. 
IV. and V of this order have been com¬ 
pleted, Phillips and Alamo shall report 
in writing to the Federal Trade Commis¬ 
sion their plans for effecting such divesti¬ 
tures and the actions they have taken in 
implementation thereof, including, in ad¬ 
dition to such other information as may 
be required, (a) the name, address and 
official capacity of the individual or in¬ 
dividuals designated to carry out each 
divestiture and to negotiate with in¬ 
terested parties, (b) a brochure, presen¬ 
tation or other writing containing all of 
the essential information necessary to 
permit an interested party to evaluate 
each of the businesses to be divested, 
including a description and listing of its 
assets, (c) the efforts made and to be 
made in advertising and affirmatively an¬ 
nouncing the availability of each of the 
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businesses to be divested, (d) the par¬ 
ticular efforts made to locate and in¬ 
terest prospective purchasers not pre¬ 
viously engaged in the industry, (e) a 
summary of contacts and negotiations 
relating to the sale of facilities ordered 
to be divested, including the identities of 
all parties expressing interest in the ac¬ 
quisition of any of the businesses to be 
divested and, subject to any legally rec¬ 
ognized privilege, copies of all written 
communications pertaining to negotia¬ 
tions, offers to buy or indications of in¬ 
terest in the acquisitions of the whole or 
any part of any of the businesses to be di¬ 
vested. and (f) copies of all agreements 
and forms of agreement relating directly 
or indirectly to proposed sale of the whole 
or any part of the businesses to be di¬ 
vested. 

(3) Within ninety (90) days from the 
effective date of this order, and every 
ninety (90) days thereafter until the 
terms of paragraphs III and IX of this 
order have been complied with, Phillips 
shall report in writing to the Federal 
Trade Commission the steps it has taken 
to construct plants in compliance with 
such paragraphs. 

Issued: August 2, 1966. 

By the Commission. 

[seal] Joseph W. Shea, 

Secretary. 

[FH. Doc. 66-9785; Filed, Sept. 7, 1966; 
8:46 a.m.[ 

[Docket No. C-1089] 

PART 13—prohibited trade 
PRACTICES 

Thomas F. Lukens Metal Co. and 
Mitchell Steinberg 

Subpart—Misbranding or mislabeling: 
§ 13.1200 Content . Subpart—Misrepre¬ 
senting oneself and goods—Goods: 
§ 13.1605 Content . 

(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended, 15 
U.S.C. 45) (Cease and desist order, Thomas F. 
Lukens Metal Co. et al., Philadelphia, Pa., 
Docket C-1089, Aug. 2.1966] 

Consent order requiring a Philadel¬ 
phia distributor of commercial solders 
to cease misrepresenting the tin content 
of its products. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered , That respondents Thomas 
F. Lukens Metal Co., a corporation, and 
its officers, and Mitchell Steinberg, in¬ 
dividually and as an officer of said 
corporation, and respondents* agents, 
representatives and employees, directly 
or through any corporate or other device, 
in connection with the offering for sale, 
sale or distribution of solders, in com¬ 
merce, as “commerce** is defined in the 
Federal Trade Commission Act, do forth¬ 
with cease and desist from: 

(1) Using the designation 50-50 alone 
or in conjunction with the words “by 
volume" to designate, describe or refer 
to a commercial solder which does not 
contain 50 percent tin by weight: Pro¬ 
vided, however. That it shall be a defense 


in any enforcement proceeding here¬ 
under for respondents to establish that 
the tin content of a solder is within the 
permissible variations in composition al¬ 
lowed in the sampling procedures set 
forth in the then existing Specifications 
for Solder Metal as published by the 
American Society for Testing and 
Materials. 

(2) Using the designation 40-60 alone 
or in conjunction with the words “by vol¬ 
ume’* to designate, describe or refer to a 
commercial solder which does not con¬ 
tain 40 percent tin by weight, Provided, 
however , That it shall be a defense in 
any enforcement proceeding hereunder 
for respondents to establish that the tin 
content of a solder is within the permis¬ 
sible variations in composition allowed 
in the sampling procedures set forth in 
the then existing Specifications for 
Solder Metal as published by the Ameri¬ 
can Society for Testing and Materials. 

(3) Misrepresenting by any numerical 
designation or in any other manner the 
tin content of any of their solders, Pro¬ 
vided, however, That it shall be a defense 
in any enforcement proceeding here¬ 
under for respondents to establish that 
the tin content of a solder is within the 
permissible variations in composition 
allowed in the sampling procedures set 
forth in the then existing Specifications 
for Solder Metal as published by the 
American Society for Testing and 
Materials. 

It is further ordered, That the re¬ 
spondents herein shall, within sixty (60) 
days after service upon them of this or¬ 
der, file with the Commission a report 
in writing setting forth in detail the 
manner and form in which they have 
complied with this order. 

Issued: August 2, 1966. 

By the Commission. 

[seal] Joseph W. Shea, 

Secretary . 

[F.R. Doc. 66-9786; Filed, Sept. 7, 1966; 

8:46 a.m.| 


[Docket No. C-1090J 

PART 13—PROHIBITED TRADE 
PRACTICES 

Beatrice Foods Co. 

Subpart—Discriminating in price un¬ 
der section 2, Clayton Act—Payment for 
services or facilities for processing or sale 
under 2(d): § 13.825 Allowances for serv¬ 
ices or facilities. 

(Sec. 6. 38 Stat. 721; 15 UJS.C. 46. Inter¬ 
prets or applies sec. 2, 49 Stat. 1526; 15 U.S.C. 
13) [Cease and desist order, Beatrice Foods 
Co., Chicago, Ill., Docket C-1090, Aug. 2, 
19661 

Consent order requiring a Chicago, Ill., 
wholesale food processor, to cease dis¬ 
criminating among its competing cus¬ 
tomers in paying promotional allow¬ 
ances for its oriental food products, in 
violation of section 2(d) of the Clayton 
Act. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 


It is ordered, That respondent, the 
Beatrice Foods Co., a corporation, and 
its officers, employees, agents, and rep¬ 
resentatives, directly or through any cor¬ 
porate or other device, in or in connec¬ 
tion with the offering for sale, sale or 
distribution of any of its oriental food 
products in commerce, as “commerce 1 ’ is 
defined in the Clayton Act, as amended, 
do forthwith cease and desist from : 

Paying or contracting for the payment 
of anything of value to, or for the bene¬ 
fit of, any customer of respondent as 
compensation or in consideration for any 
services or facilities furnished by or 
through such customer in connection 
with the offering for sale, sale or dis¬ 
tribution of respondent’s oriental food 
products, unless such payment or con¬ 
sideration is made available on propor¬ 
tionally equal terms to all other cus¬ 
tomers competing in the distribution of 
such products. 

It is further ordered. That the re¬ 
spondent herein shall, within sixty (60) 
days after service upon it of this order, 
file with the Commission a report in 
writing setting forth in detail the man¬ 
ner and form in which it has complied 
with this order. 

Issued: August 2,1966. 

By the Commission. 

[seal] Joseph W. Shea, 

Secretary. 

\FH. Doc. 66-9787; Filed, Sept. 7. 1966; 

8:46 ajn .) 


[Docket No. C-1091 ] 

PART 13—PROHIBITED TRADE 
PRACTICES 

Steinberger Bros., Inc., et al. 

Subpart—Furnishing false guaranties: 
§ 13.1053 Furnishing false guaranties: 
13.1053-90 Wool Products Labeling Act. 
Subpart—Invoicing products falsely: 
§ 13.1108 Invoicing products falsely: 
13.1108-40 Federal Trade Commission 
Act. Subpart—Misbranding or mislabel¬ 
ing: § 13.1185 Composition: 13.1185-90 
Wool Products Labeling Act; § 13.1212 
Formal regulatory and statutory require¬ 
ments: 13.1212-90 Wool Products Label¬ 
ing Act. 

(Sec. 6. 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 6, 38 Stat. 719, as amended, secs. 
2-5, 54 Stat. 1128-1180; 15 U.S.C. 45. 68) 
(Cease and desist order, Steinberger Bros. 
Inc., et al.. New York, N.Y., Docket C-1091. 
August 2, 1966) 

In the Matter of Steinberger Bros., Inc., 
a corporation, and Franklin Stein’ 
berger and Howard Steinberger, indi¬ 
vidually and as officers of said 
corporation 

Consent order requiring a New York 
City clothing importer and wholesaler, to 
cease misbranding and falsely Invoicing 
its wool products and furnishing fai^ 
guaranties for them. , 

The order to cease and desist, includ¬ 
ing further order requiring report oi 
compliance therewith, is as follows: 

It is ordered. That respondents Stein¬ 
berger Bros., Inc., a corporation, ana u 
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officers, and Franklin Steinberger and 
Howard Steinberger, individually and as 
officers of said corporation, and respond¬ 
ents' representatives, agents and em¬ 
ployees, directly or through any corpo¬ 
rate or other device, do forthwith cease 
and desist from introducing into com¬ 
merce, or offering for sale, selling, trans¬ 
porting, distributing or delivering for 
shipment in commerce wool yam or any 
other wool products, as "commerce” and 
"wool product" are defined in the Wool 
Products Labeling Act of 1939: 

1. Which are falsely and deceptively 
stamped, tagged, labeled or otherwise 
identified as to the character or amount 
of the constituent fibers contained 
therein. 


2. Unless each such product has se¬ 
curely affixed thereto or placed thereon 
a stamp, tag, label or other means of 
identification correctly showing in a clear 
and conspicuous manner each element of 
information required to be disclosed by 
section 4(a)(2) of the Wool Products 
Labeling Act of 1939; 

3. To vrhlch is affixed a label wherein 
the term "mohair" is used in lieu of the 
word "wool" in setting forth the required 
information on labels affixed to such wool 
products unless the fibers described as 
mohair are entitled to such designation 
and are present In at least the amount 
stated. 

It is further ordered , That respondents 
Steinberger Bros., Inc., a corporation, 
and its officers, and Franklin Steinberger 
and Howard Steinberger. individually 
and as officers of said corporation, and 
respondents’ representatives, agents and 
employees, directly or through any cor¬ 
porate or other device, do forthwith cease 
and desist from furnishing a false 
guaranty that any wool product is not 
falsely or deceptively stamped, tagged, 
labeled, or otherwise identified when re¬ 
spondents have reason to believe that 
such wool product may be introduced, 
sold, transported, or distributed in com¬ 
merce. 


It is further ordered. That respondents 
Steinberger Bros., Inc., a corporation 
ana its officers, and Franklin Steinberger 
and Howard Steinberger. individually 
and as officers of said corporation, and 
respondents' representatives, agents and 
employees, directly or through any cor- 
or other device, in connection 
witn the offering for sale, sale or distribu- 
lon of yarn or any other textile products 
, commerce, as "commerce" is defined 
m the Federal Trade Commission Act, do 
oithwdth cease and desist from misrep¬ 
resenting the character or amount o! 
constituent fibers contained in yarn or 
any other textile products on invoices or 
shipping memoranda applicable thereto 
°r in any other manner. 

It is further ordered , That the respond- 
hs herein shall, within sixty (60) da vs 

u^M erViCe Upon them of order, file 
with the Commission a report in writing 

♦ n f * ort k ^ detail the manner and 
this order k * 0 * 1 they h * Ve complled 


Issued: August 2,1966. 

By the Commission. 

(seal] Joseph W. Shea. 

Secretary . 

[F.R. Doc. 66-9788; Filed, Sept. 7, 1966: 
8:46 a.m.| 


[Docket No. C-1092 J 

part 13—prohibited trade 
PRACTICES 

William Smarz and Mercantile and 
Medical Credit Adjusters 

Subpart—Furnishing means and in¬ 
strumentalities of misrepresentation or 
deception: § 13.1055 Furnishing means 
and instrumentalities of misrepresenta¬ 
tion or deception. Subpart—Misrepre¬ 
senting oneself and goods—Business 
status, advantages or connections: 
§ 13.1390 Concealed subsidiary, fictitious 
collection agency, etc.; § 13.1430 Govern - 
ment indorsement , sanction or sponsor¬ 
ship; §13.1440 Identity; §13.1490 Nature. 
Subpart—Securing information by sub¬ 
terfuge: § 13.2168 Securing information 
by subterfuge. 

(Sec. 6. 38 Stat. 721: 15 U.S.C. 48. Interpret 
or apply sec. 5. 38 Stat. 719. as amended, 15 
US.C. 45) (Cease and desist order. Mercan¬ 
tile and Medical Credit Adjusters, Jersey City, 
N.J., Docket C-1092, Aug. 3, 1966 J 

Consent order requiring a Jersey City. 
N.J., collection agency to cease using de¬ 
ceptive means to collect delinquent ac¬ 
counts or implying that the information 
it solicits is for some official government 
purpose. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered. That the respondent 
William Smarz. trading and doing busi¬ 
ness as Mercantile & Medical Credit Ad¬ 
justers, or any other name or names, and 
respondent’s representatives, agents and 
employees, directly or through any cor¬ 
porate or other device, in connection 
with the business of obtaining informa¬ 
tion concerning delinquent debtors, or 
the offering for sale, sale or distribution 
of forms, or other material, for use in ob¬ 
taining information concerning delin¬ 
quent debtors, or in the collection of, or 
attempt to collect, delinquent accounts in 
commerce, as "commerce" is defined in 
the Federal Trade Commission Act, do 
forthwith cease and desist from: 

1. Using, or placing in the hands of 
others for use, any form, questionnaire 
or other material, printed or written, 
which does not clearly and conspicuously 
reveal that the purpose for which the In¬ 
formation is requested is that of obtain¬ 
ing information concerning alleged de¬ 
linquent debtors. 

2. Representing, or placing in the 
hands of others any means by which 
they may represent, directly or by im¬ 
plication, that money or a free gift or 
any other thing of value, is being held 
for the person from w r hom information 
is sought. 

3. Using the name "Bureau of Ac¬ 
counting Audits, N.T.B. Division, Depart¬ 


ment 88 'L* Section" or any other name 
or words of similar import to designate, 
describe or refer to respondent's busi¬ 
ness; or representing, directly or by im¬ 
plication. that any private inquiries, 
forms or communications emanate from 
or are connected with an official or gov¬ 
ernmental agency or are used to solicit 
information for official or governmental 
purposes. 

4. Misrepresenting, in any manner, the 
identity of the sender or origin of any 
inquiry, the purpose for which infor¬ 
mation is sought, or the nature or status 
of respondent's business. 

5. Placing in the hands of others the 
means and instrumentalities whereby 
they may misrepresent in any manner 
the purpose for which information is 
sought^by them or the nature or status 
of their business. 

It is further ordered. That the re¬ 
spondent herein shall, within sixty (60) 
days after service upon him of this order, 
file with the Commission a report in 
writing setting forth in detail the man¬ 
ner and form in which he has complied 
with this order. 

Issued: August 3,1966. 

By the Commission. 

[seal] Joseph W. Shea, 

Secretary. 

(F.R. Doc. 66-9789: Filed, Sept. 7. 1966; 

8:46 am.] 


[Docket No. C—1093] 

part 13—prohibited trade 

PRACTICES 

Benjamin D. Kalin et al. 

Subpart—Advertising falsely or mis¬ 
leadingly: § 13.30 Composition of goods: 
13.30-30 Fur Products Labeling Act; 
§ 13.73 Formal regulatory and statutory 
requirements: 13.73-10 Fur Products 
Labeling Act; § 13.95 Identity of product: 
13.95-20 Fur Products Labeling Act. 
Subpart—Invoicing products falsely: 
§ 13.1108 Invoicing products falsely: 
13.1108-45 Fur Products Labeling Act. 
Subpart—Misbranding or mislabeling: 
§ 13.1185 Composition: 13.1185-30 Fur 
Products Labeling Act; § 13.1212 Formal 
regulatory and statutory requirements: 
13.1212-30 Fur Products Labeling Act. 
Subpart—Neglecting, unfairly or decep¬ 
tively, to make material disclosure: 
§ 13.1845 Composition: 13.1845-30 Fur 
Products Labeling Act; § 13.1852 Formal 
regulatory and statutory requirements: 
13.1852-35 Fur Products Labeling Act. 

(Sec. 6, 38 Stat. 721; 15 US.C. 48. Interpret 
or apply sec. 5, 38 Stat. 719. as amended; sec. 
8. 65 Stat. 179; 15 U.S.C. 45. 69f) (Cease and 
desist order, Kalin's Furs and Fashions et al., 
Sioux City, Iowa. Docket C-1093, Aug. 3, 1966] 

In the Matter of Benjamin D. Kalin, an 
Individual Trading as Kalin's Furs & 
Fashions , and Kalin's 

Consent order requiring a Sioux City. 
Iow r a, retail furrier to cease misbrand¬ 
ing, falsely invoicing, and deceptively 
advertising its fur products. 
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The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered, That respondent Ben¬ 
jamin D. Kalin, an individual trading 
as Kalin’s Purs & Fashions, and Kalin’s, 
or under any other name, and respond¬ 
ent’s representatives, agents and em¬ 
ployees, directly or through any cor¬ 
porate or other device, do forthwith cease 
and desist from introducing into com¬ 
merce, selling, advertising or offering for 
sale in commerce, or transporting or dis¬ 
tributing in commerce, any fur product; 
or from selling, advertising, offering for 
sale, transporting or distributing, any fur 
product which is made in whole or in part 
of fur which has been shipped and re¬ 
ceived in commerce, as the terms “com¬ 
merce,” “fur” and “fur product” are 
defined in the Fur Products Labeling 
Act: 

A. Unless there is securely affixed to 
each such product a label showing in 
words and in figures plainly legible all of 
the information required to be disclosed 
by each of the subsections of section 4(2) 
of the Fur Products Labeling Act. 

B. To which fur product is affixed a 
label required by section 4(2) of the Fur 
Products Labeling Act and the rules and 
regulations promulgated thereunder: 

1. Which fails to set forth the term 
“natural” as part of the information re¬ 
quired to be disclosed on such label un¬ 
der the Fur Products Labeling Act and 
the rules and regulations promulgated 
thereunder, to describe a fur product 
which is not pointed, bleached, dyed, tip- 
dyed, or otherwise artificially colored. 

2. Which fails to disclose that such fur 
product is composed in whole or in sub¬ 
stantial part of paw r s, tails, bellies, sides, 
flanks, gills, ears, throats, heads, scrap 
pieces or waste fur. 

3. That does not comply with the mini¬ 
mum size requirements of 1% inches by 
2% inches. 

4. Which fails to completely set out 
information required under section 4(2) 
of the Fur Products Labeling Act and the 
rules and regulations thereunder on one 
side of such label. 

5. Which fails to set forth information 
required under section 4(2) of the Fur 
Products Labeling Act and the rules and 
regulations thereunder in a legible man¬ 
ner in letters of equal size and con¬ 
spicuousness. 

6. Which sets forth information re¬ 
quired under section 4(2) of the Fur 
Products Labeling Act and the rules and 
regulations promulgated thereunder in 
handwriting. 

7. Which fails to set forth information 
under section 4(2) of the Fur Products 
Labeling Act and the rules and regula¬ 
tions promulgated thereunder in the 
sequence required by Rule 30 of the afore¬ 
said rules and regulations. 

8. Which fails to set forth separately 
on a label attached to any such fur 
product composed of two or more sec¬ 
tions containing different animal fur 
the information required under section 
4(2) of the Fur Products Labeling Act 
and the rules and regulations promul¬ 
gated thereunder with respect to the 
fur comprising each section. 


9. Which fails to set forth the item 
number or mark assigned to each such 
fur product. 

It is further ordered, That respondent 
Benjamin D. Kalin, an individual trad¬ 
ing as Kalin’s Furs & Fashions, and 
Kalin’s, or under any other name, and 
respondent’s representatives, agents and 
employees, directly or through any cor¬ 
porate or other device, in connection with 
the introduction, into commerce, or the 
sale, advertising, or offering for sale in 
commerce, of any fur product; or in 
connection with the sale, advertising, 
offering for sale, transportation or dis¬ 
tribution, of any fur product which is 
made in whole or in part of fur which 
has been shipped and received in com¬ 
merce, as the terms “commerce.” “fur” 
and “fur product” are defined in the 
Fur Products Labeling Act do forthwith 
cease and desist from: 

A. Falsely or deceptively invoicing fur 
products by: 

1. Failing to furnish invoices, as the 
term “invoice” is defined in the Fur 
Products Labeling Act, showing in words 
and figures plainly legible all the in¬ 
formation required to be disclosed in 
each of the subsections of section 5(b) 
(1) of the Fur Products Labeling Act. 

2. Setting forth on invoices pertain¬ 
ing to fur products any false or decep¬ 
tive information with respect to the 
name or designation of the animal or 
animals that produced the fur contained 
in such fur product. 

3. Setting forth information required 
under section 5(b) (1) of the Fur Prod¬ 
ucts Labeling Act and the rules and 
regulations promulgated thereunder in 
abbreviated form. 

4. Failing to set forth the term “Dyed 
Broadtail-processed Lamb” in the man¬ 
ner required where an election is made to 
use that term instead of the words “Dyed 
Lamb.” 

5. Failing to set forth the term “na¬ 
tural” as part of the information re¬ 
quired to be disclosed on invoices under 
the Fur Products Labeling Act and rules 
and regulations promulgated thereunder 
to describe fur products which are not 
pointed, bleached, dyed, tip-dyed or 
otherwise artificially colored. 

6. Failing to set forth on invoices the 
item number or mark assigned to each 
such fur product. 

B. Falsely or deceptively advertising 
fur products through the use of any 
advertisement, representation, public an¬ 
nouncement, or notice which is intended 
to aid, promote or assist, directly or in¬ 
directly, in the sale, or offering for sale 
of any fur product, and which: 

1. Fails to set forth in words and fig¬ 
ures plainly legible all the information 
required to be disclosed by each of the 
subsections of section 5(a) of the Fur 
Products Labeling Act. 

2. Falsely or deceptively identifies any 
such fur product as to the name or desig¬ 
nation of the animal or animals that 
produced the fur contained in the fur 
product. 

3. Sets forth the name or names of 
any animal or animals other than the 
name of the animal producing the furs 


contained in the fur product as specified 
in the Fur Products Name Guide, and 
as prescribed by the rules and regula¬ 
tions. 

4. Fails to set forth the term “Dyed 
Broadtail-processed Lamb” in the man¬ 
ner required where an election is made 
to use that term instead of the words 
“Dyed Lamb”. 

5. Fails to set forth the term “natural” 
as part of the information required to be 
disclosed in advertisements under the 
Fur Products Labeling Act and the rules 
and regulations promulgated thereunder 
to describe fur products which are not 
pointed, bleached, dyed, tip-dyed, or 
otherwise artificially colored. 

6. Fails to set forth all parts of the 
information required under section 5(a> 
of the Fur Products Labeling Act and the 
rules and regulations promulgated there¬ 
under in type of equal size and conspicu¬ 
ousness and in close proximity with each 
other. 

C. Failing to maintain full and ade¬ 
quate records disclosing the facts upon 
which pricing claims and representations 
of the types described in subsections (a), 
(b), (c), and (d) of Rule 44 of the rules 
and regulations promulgated under the 
Fur Products Labeling Act, are based. 

It is further ordered. That the re¬ 
spondent herein shall, within sixty (60) 
days after service upon him of this order, 
file with the Commission a report in 
writing setting forth in detail the man¬ 
ner and form in which he has complied 
with this order. 

Issued: August 3, 1966. 

By the Commission. 

rsEALl Joseph W. Shea, 

Secretary. 

[F.R. Doc. 66-9790: FUed, Sept. 7, 1966; 

8:46 a.m.l 


[Docket No. 0-1094] 

PART 13—PROHIBITED TRADE 
PRACTICES 


Thomas Harris McDonald and 
McDonald & Son Golf Co. 

Subpart—Furnishing means and in¬ 
strumentalities of misrepresentation or 
deception: § 13.1055 Furnishing means 
and instrumentalities of misrepresenta¬ 
tion or deception. Subpart — Misrepre¬ 
senting oneself and goods— Goods: 
§ 13.1695 Old, secondhand, reclaimed or 
reconstructed as new. Subpart— Ne¬ 
glecting, unfairly or deceptively, to make 
material disclosure: § 13.1880 Old, used, 
or reclaimed as unused or new. 

(Sec. 6, 38 Stat. 721; 15 UJS.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended, i* 
U.S.C. 45) [Cease and desist order. McDonaia 
& Son Golf Co., Batavia. Ill.. Docket C-1094, 
Aug. 3, 1966] 


In the Matter of Thomas Harris McDon¬ 
ald, an Individual Trading as McDon¬ 
ald & Son Golf Company 


Consent order requiring a Batavia, LL 
reconditioner of used golf balls, to ce 
railing to disclose on the golf balls tnem- 
selves, on the wrappers, or boxes, i 
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said balls are previously used golf balls 
which have been rewashed or repainted. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered, That the respondent, 
Thomas Harris McDonald, an individual 
trading and doing business as McDonald 
& Son Golf Co., or under any other trade 
name or names, and respondent’s repre¬ 
sentatives, agents and employees, di¬ 
rectly or through any corporate or other 
device, in connection with the offering 
for sale, sale and distribution of used, 
rewashed or repainted golf balls in com¬ 
merce, as “commerce” is defined in the 
Federal Trade Commission Act, do forth¬ 
with cease and desist from: 

1. Failing clearly to disclose on the 
boxes in which respondent’s rewashed or 
repainted golf balls are packaged, on the 
wrapper and on said golf balls them¬ 
selves, that they are previously used balls 
which have been rewashed or repainted: 
Provided, however, That disclosure need 
not be made on the golf balls themselves 
if respondent establishes that the dis¬ 
closure on the boxes and/or wrappers 
is such that retail customers, at the point 
of sale, are informed that the golf balls 
are previously used and have been re¬ 
washed or repainted. 

2. Placing any means or instrumen¬ 
tality in the hands of others whereby 
they may mislead the public as to the 
prior use and rewashed or repainted na¬ 
ture of their golf balls. 

It is further ordered. That the re¬ 
spondent herein shall, within sixty (60) 
days after service upon him of this order, 
file with the Commission a report in writ¬ 
ing setting forth in detail the manner 
and form in which he has complied with 
this order. 

Issued: August 3,1966. 

By the Commission. 

[seal] Joseph W. Shea, 

Secretary . 

(PJl. Doc. 66-9791; Filed, Sept. 7, 1966; 

8:46 a.m.J 


(Docket No. C—10961 

PART 13—PROHIBITED TRADE 
PRACTICES 

M. Hat Shoppe, Inc., et al. 

—Invoicing products falsely: 
1*11 Invoicing products falsely: 

o.il08~45 Fur Products Labeling Act, 
Misbranding or mislabeling: 
twi 1185 Com lx>sition: 13.1185-30 Fui 
La beling Act; §13.1212 Formal 
,*“«*** an d statutory requirements: 
iiii^°« Pur ^tocts Labeling Act; 

5ource or origin: Subpart— 

make airly °r deceptively, to 

disclosure: § 13.1845 Com- 
fni l ? n J 18 -*B45-30 *Mr Products Label- 
and J 13 1852 Formal regulatory 

sns a: 13 1852 - 5S 

65 Stat - *79; 15 U.S.C. 46. 69f) (Cease and 


desist order, Muriel Hats et al., New York, 
N.Y.. Docket C-1095, Aug. 4.1966] 

In the Matter of M. Hat Shoppe, Inc., a 

Corporation, Doing Business as Muriel 

Hats, and Jacob Hirsch and Sadie 

Hirsch, Individually and as Officers of 

Said Corporation 

Consent order requiring a New York 
City manufacturing and retailing fur¬ 
rier to cease misbranding and falsely in¬ 
voicing its fur products. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered, That respondents M. Hat 
Shoppe, Inc., a corporation, doing busi¬ 
ness as Muriel Hats or under any other 
name, and its officers, and Jacob Hirsch 
and Sadie Hirsch, individually and as 
officers of said corporation, and respond¬ 
ents’ representatives, agents, and em¬ 
ployees, directly or through any cor¬ 
porate or other device, in connection with 
the introduction, or manufacture for in¬ 
troduction, into commerce, or the sale, 
advertising or offering for sale in com¬ 
merce, or the transportation or distri¬ 
bution in commerce, of any fur product; 
or in connection with the manufacture 
for sale, sale, advertising, offering for 
sale, transportation or distribution of 
any fur product which is made in whole 
or in part of fur which has been shipped 
and received in commerce; as the terms 
“commerce”, “fur” and “fur product” 
are defined in the Fur Products Labeling 
Act, do forthwith cease and desist from: 

A. Misbranding fur products by: 

1. Falsely or deceptively labeling or 
otherwise identifying any such fur prod¬ 
uct as to the name or designation of the 
animal or animals that produced the fur 
contained in the fur product. 

2. Failing to affix labels to fur products 
showing in words and in figures plainly 
legible all of the information required to 
be disclosed by each of the subsections of 
section 4(2) of the Fur Products Labeling 
Act. 

3. Setting forth on labels attached to 
fur products the name or names of any 
animal or animals other than the name 
of the animal producing the fur con¬ 
tained in the fur product as specified in 
the Fur Products Name Guide, and as 
prescribed by the rules and regulations. 

4. Setting forth information required 
under section 4(2) of the Fur Products 
Labeling Act and rules and regulations 
promulgated thereunder in abbreviated 
form on labels affixed to fur products. 

5. Failing to disclose on labels that fur 
products are composed in whole or in 
substantial part of paws, tails, bellies, 
sides, flanks, gills, ears, throats, heads, 
scrap pieces or waste fur. 

6. Affixing to fur products labels that 
do not comply with the minimum size 
requirements of 1% inches by 2% inches. 

7. Setting forth information required 
under section 4(2) of the Fur Products 
Labeling Act and the rules and regula¬ 
tions promulgated thereunder in hand¬ 
writing on labels affixed to fur products. 

8. Failing to set forth information re¬ 
quired under section 4(2) of the Fur 
Products Labeling Act and the rules and 
regulations promulgated thereunder on 


labels hi the sequence required by Rule 
30 of the aforesaid rules and regulations. 

9. Failing to set forth on labels the 
item number or mark assigned to each 
such fur product. 

B. Falsely or deceptively invoicing fur 
products by: 

1. Failing to furnish invoices, as the 
term “invoice” is defined in the Fur 
Products Labeling Act, showing in words 
and figures plainly legible all the infor¬ 
mation required to be disclosed by each 
of the subsections of section 5(b)(1) of 
the Fur Products Labeling Act. 

2. Failing to set forth on invoices the 
item number or mark assigned to each 
fur product. 

It is further ordered . That the respond¬ 
ents herein shall, within sixty (60) days 
after service upon them of this order, 
file with the Commission a report in writ¬ 
ing setting forth in detail the manner 
and form in which they have complied 
with this order. 

Issued: August4,1966. 

By the Commission. 

[sealJ Joseph W. Shea, 

Secretary. 

(Fit. Doc. 66-9792; Filed, Sept. 7. 1966; 

8:46 a.m.) 


(Dockets 72250.. 7496o.( 

PART 13—PROHIBITED TRADE 
PRACTICES 

Tri-Valley Packing Association 

Subpart—Discriminating in price un¬ 
der section 2, Clayton Act—Price dis¬ 
crimination under 2(a): § 13.715 Charges 
and price differentials ; Discriminating in 
price under section 2, Clayton Act—Pay¬ 
ment for services or facilities for process¬ 
ing or sale under 2(d): § 13.824 Adver¬ 
tising expenses. 

(Sec. 6. 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 2, 49 Stat. 1526; 15 U.S.C. 13) 
(Cease and desist order. Tri-Valley Packing 
Association, San Francisco, Calif., Dockets 
7225 and 7496, July 28, 1966] 

Order in two consolidated proceedings, 
following remand for further proceedings 
by Court of Appeals, Ninth Circuit, dated 
March 18, 1964, 329 F. 2d 694, the Com¬ 
mission’s cease and desist order of May 
10, 1962, 27 FJR. 8070, requiring a San 
Francisco canner of fruits and vege¬ 
tables to cease discriminating in price 
and paying promotional allowances 
among its competing customers in viola¬ 
tion of sections 2 (a) and (d) of the 
Clayton Act. 

The modified order to cease and desist, 
including further order requiring report 
of compliance therewith, is as follows: 

It is ordered. That respondent, Tri- 
Valley Growers, a corporation, and its 
officers, representatives, agents and em¬ 
ployees. directly or through any corpo¬ 
rate or other device in, or in connection 
with, the sale of food products in com¬ 
merce, as “commerce” is defined in the 
amended Clayton Act, do forthwith cease 
and desist from: 

1. Discriminating in the price of such 
products of like grade and quality by sell- 
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ing to any purchaser at net prices higher 
than the net prices charged any other 
purchaser who, in fact* competes with the 
purchaser paying the higher price or with 
customers of such purchaser. 

2. Paying or contracting for the pay¬ 
ment of anything of value to or for the 
benefit of any customer of respondent, 
pursuant to a specially tailored or nego¬ 
tiated arrangement, as compensation or 
in consideration for any services or fa¬ 
cilities furnished by or through such cus¬ 
tomer, in connection with the offering for 
sale, sale or distribution of any of re¬ 
spondent’s products, unless such pay¬ 
ment or consideration is made available 
on proportionally equal terms to all other 
customers competing in the distribution 
of such products with the favored cus¬ 
tomer. 

It is further ordered, That respondent, 
Tri-Valley Growers, shall, within sixty 
(60) days after service of this order upon 
it file with the Commission a report, in 
writing, setting forth in detail the man¬ 
ner and form in which It has complied 
with the terms of the order contained 
herein. 

Issued: July 28, 1966. 

By the Commission. 

[seal] Joseph W. Shea, 

Secretary . 

IPR. Doc. 66-9793; Piled, Sept. 7. 1966; 

8:47 ajn.) 


[Docket No. 7606] 

PART 13—PROHIBITED TRADE 
PRACTICES 

Brown Shoe Co. 

Subpart—Dealing on exclusive and ty¬ 
ing basis: § 13.670 Dealing on exclusive 
and tying basis: 13.670-20 Federal Trade 
Commission Act. 

(Sec. 6. 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended, 16 
US.C. 45) [Modified order to cease and de¬ 
sist, Brown Shoe Co., St. Louis, Mo., Docket 
7606, Aug. 3. 19661 

Order modifying pursuant to a unani¬ 
mous decision of the U.S. Supreme Court, 
86 S. Ct. 1501, which reversed a decision 
of the Eighth Circuit, Court of Appeals, 
339 F. 2d 45, modifying a cease and de¬ 
sist order, 28 F.R. 2672, issued February 
20, 1963, by deleting language dealing 
with resale price maintenance but direct¬ 
ing enforcement of the exclusive dealing 
prohibition of the original order. 

The modified order to cease and desist, 
including further order requiring report 
of compliance therewith, is as follows: 

Now, therefore, it is hereby ordered. 
That the aforesaid order to cease and 
desist be, and it hereby is, modified, in 
accordance with the said final decree of 
the court of appeals to read as follows: 

It is ordered, That respondent Brown 
Shoe Co., Inc., its officers, representa¬ 
tives, agents, employees, subsidiaries, 


successors, and assigns, directly or 
through any corporate or other device, 
In or in connection with the offering for 
sale, sale and distribution of shoes, in 
interstate commerce, do forthwith cease 
and desist from: Entering into, contin¬ 
uing in operation or effect, or enforcing 
any agreement or understanding with 
any customer or prospective customer 
or imposing any condition upon any cus¬ 
tomer or prospective customer, which has 
the purpose or effect of precluding such 
customer or prospective customer from 
independently determining whether 
shoes will be purchased by such customer 
or prospective customer from any com¬ 
petitor of respondent or from independ¬ 
ently determining the volume of such 
shoes to be purchased. 

It is further ordered, That respondent. 
Brown Shoe Co., Inc., a corporation, shall 
within sixty (60) days after service upon 
it of this order, file with the Commis¬ 
sion a report in writing, setting forth 
in detail the manner and form in which 
it has complied with this modified order. 

Issued: August 3, 1966. 

By the Commission. 

[seal! Joseph W. Shea, 

Secretary. 

I F.R. Doc. 66-9794; Filed, Sept. 7. 1966; 

8:47 a.m.J 


Title 21—FOOD AND DRUGS 

Chapter I—Food and Drug Adminis¬ 
tration, Department of Health, Edu¬ 
cation, and Welfare 

SUBCHAPTER B—FOOD AND FOOD PRODUCTS 

PART 29—FRUIT BUTTERS, FRUIT JEL¬ 
LIES, FRUIT PRESERVES, AND RE¬ 
LATED PRODUCTS 

Fruit Preserves and Jams; Confirma¬ 
tion of Effective Date of Order 
Amending Identity Standard To Per¬ 
mit Optional Use of Concentrated 
Fruit Ingredients 

In the matter of amending the stand¬ 
ard of identity for fruit preserves and 
jams (21 CFR 29.3) to permit the op¬ 
tional use of concentrated fruit ingredi¬ 
ents in the manufacture of these foods: 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (secs. 
401, 701, 52 Stat. 1046. 1055 as amended. 
70 Stat. 919. 72 Stat. 948; 21 U.S.C. 341, 
371), and in accordance with the au¬ 
thority delegated to the Commissioner of 
Food and Drugs by the Secretary of 
Health. Education, and Welfare (21 CFR 
2.120; 31 F.R. 3008), notice is given that 
no objections were filed to the order in 
the above-identified matter published in 
the Federal Register of July 20, 1966 (31 
FR. 9796). Accordingly, the amend¬ 
ments promulgated by that order will be¬ 
come effective September 18, 1966. 


(Secs. 401. 701, 52 Stat. 1046. 1055 aa 
amended, 70 Stat. 919. 72 Stat. 948; 21 U.S.C. 
541. 371) 

Dated: September 1, 1966. 

J. K. Kirk, 

Acting Commissioner of 
Food and Drugs . 

(F.R. Doc. 66-9833; Filed, Sept. 7, 1966: 
8:50 am.] 


PART 120—TOLERANCES AND EX¬ 
EMPTIONS FROM TOLERANCES FOR 
PESTICIDE CHEMICALS IN OR ON 
RAW AGRICULTURAL COMMODI¬ 
TIES 

Subpart B— Procedural Regulations 
Deletion of Obsolete Material 

Effective upon publication of this order 
in the Federal Register, Part 120 is 
amended by deleting §§ 120.36 and 
120.37, which are obsolete. 

(Sec. 701(a). 52 Stat. 1065; 21 US.C. 371(a)) 
Dated: September 1,1966. 

J. K. Kirk. 

Acting Commissioner of 
Food and Drugs. 

IFR. Doc. 66-9834; Filed, Sept. 7, 1966; 
8:50 am.] 


SUBCHAPTER C—DRUGS 
PART 166—DEPRESSANT AND STIMU¬ 
LANT DRUGS; DEFINITIONS, PRO¬ 
CEDURAL AND INTERPRETATIVE 
REGULATIONS 


Listing of Phenmetrazine and Its Salts 
as Drugs Subject to Control; Con¬ 
firmation of Effective Date 


In the matter of listing phenmetrazine 
and its salts (Preludin) as depressant or 
stimulant drugs within the meaning of 
section 201 (v) of the Federal Food, Drug, 
and Cosmetic Act: 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act ‘sees. 
201 (v), 511, 701, 52 Stat. 1055, as amend¬ 
ed, 79 Stat. 227 et seq.; 21 U.S.C. 321<v), 
360a. 371), and under the authority dele¬ 
gated by the Secretary of Health, Educa¬ 
tion, and Welfare to the Commissioner or 
Food and Drugs (21 CFR 2.120; 31 FB. 
3008), notice is given that no objections 
were filed to the order in the above- 
identified matter published in the Fed¬ 
eral Register of July 23, 1966 (31 FR. 


L0029). 

Accordingly, the amendment proniul- 
rated by that order will become effective 
September 21,1966. 

secs. 201 (v). 511. 701. 52 Stat.1055. as 
imended, 79 Stat. 227 et seq.; 21 U.S.C. 


Dated: September 1,1966. 


James L- Goddard, 
Commissioner of Food and Drugs. 

[FR. Doc. 66-9835; Filed, Sept. 7. l^ 66 * 
8:50 a.m.] 
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Title 22—FOREIGN RELATIONS 


States Land Office, Bureau of Land Man¬ 
agement, Washington, D.C. 20240. 


Chapter I—Department of State 

(Dept. Reg. 108.539] 

PART 42—VISAS: DOCUMENTATION 
OF IMMIGRANTS UNDER IMMI¬ 
GRATION AND NATIONALITY ACT, 
AS AMENDED 

Immigration Pool for Fiscal Year 
1967 

Correction 

In F.R. Doc. 66-9393 appearing in the 
issue for Tuesday, August 30, 1966, at 
page 11416, the section designation and 
heading should read as follows: 

§ 42.60 Allocation of numbers during 
the transition period. 

Title 43—PUBLIC LANDS: 
INTERIOR 

Chapter II—Bureau of Land Manage¬ 
ment, Department of the interior 
APPENDIX—PUBLIC LAND ORDERS 

[Public Land Order 4080j 
[ Miscellaneous 68465 ] 

ALABAMA 

Opening of Land Subject to Section 24 
of the Federal Power Act 


Harry R. Anderson, 
Assistant Secretary of the Interior. 

September 1,1966. 

[F.R. Doc. 60-9801; Filed. Sept. 7. 1966; 
8:47 am.] 


[Public Land Order 4081] 
(Anchorage 067495] 

ALASKA 

Correction of Public Land Order 
No. 4019 

By virtue of the authority vested in the 
President by section 1 of the act of June 
4, 1897 (30 Stat. 34, 36; 16 U.S.C. 473), 
and pursuant to Executive Order No. 
10355 of May 26, 1952 (17 F.R. 4831), it 
is ordered as follows: 

Public Land Order No. 4019 of May 20, 
1966, so far as it describes “lot 12,” 
Homesite No. 1139, for elimination from 
the Tongass National Forest, is hereby 
corrected to read “lot 10.” 

Harry R. Anderson, 
Assistant Secretary of the Interior. 

September 1,1966. 

(F.R. Doc. 66-9802; Filed. Sept. 7, I960; 
8:47 am.] 


[Public Land Order 4082] 
] Anchorage AA-30 ] 


By virtue of the authority contained in 
section 24 of the Federal Power Act of 
June 10, 1920 (41 Stat. 1075; 16 U.S.C. 
818), as amended, it is ordered as fol¬ 
lows: 

In DA-13—Alabama, the Federal Power 
Commission determined that the power 
value of the following described land, 
withdrawn in part in Project No. 2165. 
will not be injured or destroyed by its 
restoration under appropriate public land 
S ws ; subject to the provisions of section 
24 of the Federal Power Act: 


Huntsville Meridian 
WILLIAM B. BANKHEAD NATIONAL FOREST 

T.12S..R.6W., 

Sec. 10, SEftSWft. 


Containing 39.75 acres. 

ajn - on September 12, 1966, the 
of ^all ^ open such forms 

may by law be made of 
torest lands ' subject to valid 
with!£ g th e provisions of existing 

aDniir a hY a ?' and toe requirements of 
6 la . W ' and Object to the pro- 
Act sectlon 24 of the Federal Power 
lic^ 10 the right of the 
so7s n!?H f r Project No - 2165, its succes- 
10 occupy and use toe 
the J conHiH dS pr °Jecfc purposes, and to 
successor^ 0 !? the patentee and his 
a mann^r 8 ^* 1 ^ the l^ds in 

health crL^ hiCh not ^danger 
be nuisa nce, or otherwise 

■wSKSSiE Wllh ° ,cr,U vroiM 
■*"* 

ed to the Manager, Eastern 


ALASKA 

Exclusion of Land From Chugach 
National Forest 

By virtue of the authority vested in 
the President by section 1 of the act of 
June 4, 1897 (30 Stat. 34, 36; 16 U.S.C. 
473), and pursuant to Executive Order 
No. 10355 of May 26. 1952 (17 F.R. 4831), 
it is ordered as follows: 

The following described tract of land, 
occupied as a homesite, is hereby ex¬ 
cluded from the Chugach National Forest 
and restored, subject to valid existing 
rights, for purchase as a homesite under 
section 10 of the act of May 14, 1898 (30 
Stat. 413; 48 U.S.C. 461), as amended: 

Homesite No. 200, Trail Lake Group, 

Lot 12, U.S. Survey 2528. 

Containing 4.85 acres. 

Harry R. Anderson. 
Assistaiit Secretary of the Interior. 

September 1. 1966. 

[F.R. Doc. 66-9803; Filed, Sept. 7, 1966; 
8:48 am.] 


[Public Land Order 4083] 

[ Arizona 25] 

ARIZONA 

Elimination of Lands From Coronado 
National Forest 

By virtue of the authority vested in 
the President by the act of June 4, 1897 
(30 Stat. 34, 36. 16 U.S.C. 473), and pur¬ 
suant to Executive Order No. 10355 of 


May 26, 1952 (17 F.R. 4831). it Is ordered 
as follows: 

Proclamations No. 33 of July 30, 1902, 
and No. 1066 of July 1, 1910, and the 
Proclamation of November 5, 1906. creat¬ 
ing and enlarging the Chiricahua Forest 
Reserve, now the Coronado National 
Forest, are hereby revoked so far as they 
affected the foliowring described lands: 

Gila and Salt River Meridian 
T. 16 S., R. 29 E.. 

Sec. 24. lots 3 and 4. EftSWft, and SEft; 
Sec. 35: 

Sec. 36. lots 1 and 2, EftNWft. Eft, and 
SW‘/ 4 . 

T. 16 S., R. 29 ft E., 

Sec. 24, lots 1 to 4, lncl., EftWft. and Eft; 
Sec. 25, lots 1 to 4, incl.. EftWft, and Eft; 
Sec. 36. lots 1 to 4, lncl., EftWft, and Eft. 
T. 16 S., R.30 E.. 

Sec. 19. lots 1 to4. lncl., and EftWft; 

Sec. 30. lota 1 to4, lncl.. and EftWft; 

Sec. 31. lots 1 to 4. lncl.. and EftWft. 

The areas described aggregate 4,282.45 
acres in Cochise County. The lands re¬ 
main withdrawn for the Chiricahua 
National Monument. 

Harry R. Anderson, 
Assistant Secretary of the Interior. 

September 1 , 1966. 

[F.R. Doc. 66-9804; Filed. Sept. 7, 1966; 
8:48 am.] 


Title 47—TELECOMMUNICATION 

Chapter I—Federal Communications 
Commission 

[FCC 66-781] 

part a —commission 

ORGANIZATION 

Delegations of Authority Regarding 
Handling of Tort Claims 

At a session of the Federal Communi¬ 
cations Commission held at its offices in 
Washington, D.C., on the 31st day of 
August, 1966; 

The Commission has reexamined its 
delegations of authority for handling tort 
claims (§§ 0.211(d) and 0.251(a) of the 
rules) in light of the recent amendment 
of the Federal Tort Claims Act. Public 
Law 89-506, enacted on July 18, 1966, 
among other things, removes the present 
limitation of $2,500 for the administra¬ 
tive handling of tort claims with respect 
to all such claims accruing after January 
18. 1967. 

It would, therefore, be conducive to the 
prompt and orderly disposition of the 
Commission’s business to amend the 
present delegation to the Chairman, as 
set forth in § 0.211(d) of the rules, by 
increasing the monetary limitation from 
$2,500 to $5,000. This amendment would, 
of course, be effective only with respect 
to tort claims accruing after January 
18. 1967. Claims accruing prior to that 
date will continue to be subject to the 
statutory limitation of $2,500 for admin¬ 
istrative handling by the Commission 
through the Chairman. 

Section 0.251(a) of the rules delegates 
to the General Counsel the responsibility 
for handling tort claims when the Chair- 
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man Is absent. Since the Chairman’s 
functions, in his absence, are generally 
carried on by an Acting Chairman, it 
would be more in accord with the Com¬ 
mission’s organizational structure to 
delete the delegation to the General 
Counsel now set forth in § 0.251(a). 

Authority for these amendments is 
contained in sections 4(i), 5(d), and 
303(r) of the Communications Act of 
1934, as amended. Because the amend¬ 
ments relate to agency management and 
organization, compliance with the notice 
and effective date provisions of section 4 
of the Administrative Procedure Act is 
unnecessary. 

In view of the foregoing: It is ordered , 
Effective September 9, 1966, that §§ 0.211 
(d) and 0.251(a) of the Commission's 
rules are amended as set forth below. 

(Sec. 4. 48 Stat. 1066, as amended: 47 U.S.C. 
154. Interpret or apply sec. 303, 48 Stat. 
1082, as amended; sec. 5, 66 Stat. 713; 47 
U.S.C. 303, 155.) 

Released: September 2, 1966. 

Federal Communications 
Commission, 1 

[seal] Ben F. Waple, 

Secretary , 

1. In Part 0 of Chapter 1 of Title 47 
of the Code of Federal Regulations, 
5 0.211(d) is revised to read as follows: 

§ 0.211 Chairman. 

• * • • • 

(d) To act within the purview of the 
Federal Tort Claims Act, as amended, 28 
U.S.C. 5 2672, upon tort claims directed 
against the Commission where the 
amount of damages does not exceed 
$5,000. 

• • » • • 

2. In Part 0 of Chapter 1 of Title 47 
of the Code of Federal Regulations, 
5 0.251(a) is deleted and the word “re¬ 
served” Is inserted in lieu thereof. 

§ 0.251 Authority delegated. 

(a) [Reserved] 

# • • • • 

ir.R. Doc. 66-9825; Filed, Sept. 7, 1966; 
8:49 a.m.J 


Title 49—TRANSPORTATION 

Chapter I—Interstate Commerce 
Commission 

SUBCHAPTER A—GENERAL RULES AND 
REGULATIONS 

[Docket No. 3666; Order 71 \ 

PARTS 71-79—EXPLOSIVES AND 
OTHER DANGEROUS ARTICLES 

Notice of Postponement of Effective 
Date of Amendments 

August 31,1966. 

The outstanding order (31 FJEt. 9067, 
July 1,1966) in the above-captioned pro¬ 
ceeding not yet having become effective, 


i Commissioners Bartley, Oox, and Wads¬ 
worth absent. 


and an appropriate petition for recon¬ 
sideration of amendments to 55 73.22(a) 
and 73.315(b) having been filed by vari¬ 
ous parties to the proceeding, the manda¬ 
tory effective date of the order only in¬ 
sofar as the amendments to 55 73.22(a) 
and 73.315(b) are concerned is stayed 
pending disposition of the matter. Ex¬ 
cept as provided herein, the mandatory 
effective date of Order No. 71, dated 
June 8, 1966, remains as September 5, 
1966. 

By the Commission. 

[seal] H. Neil Garson, 

Secretary. 

IF.R. Doc. 66-9848; Filed, Sept. 7. 1966; 

8:51 am.] 

Title 50—WILDLIFE AND 
FISHERIES 

Chapter I—Bureau of Sport Fisheries 
and Wildlife, Fish and Wildlife 
Service, Department of the Interior 

PART 32—HUNTING 

Eufaula National Wildlife Refuge, 
Ala. 


(4) All firearms must be encased and/ 
or unloaded when outside designated 
hunting area. 

(5) Each hunter who successfully 
takes a limit of mourning doves must 
leave the hunting area immediately. 

(6) Retrievers used by hunters shall 
be under the control of the owner at all 
times. 

(7) All hunters must check in and 
out of the refuge at the designated check¬ 
ing station. 

(8) All litter (paper, empty shell 
boxes, etc.) must be removed by indi¬ 
vidual hunters. 

(9) Wounded or dead doves falling 
outside the hunting area may be re¬ 
covered but firearms must be left inside 
hunting area. 

(10) Vehicle parking will be limited to 
areas designated by refuge personnel. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern hunting on wildlife refuge areas 
generally which are set forth in Title 
50, Code of Federal Regulations, Part 32, 
and are effective through October 15, 
1966. 

Walter A. Gresh, 
Regional Director , Bureau of 
Sport Fisheries and Wildlife. 

August 30,1966. 


The following special regulation is is¬ 
sued and is effective on date of publica¬ 
tion in the Federal Register. 

§ 32.12 Special regulations; migratory 
game birds; for individual wildlife 
refuge areas. 

Alabama 

EUFAULA NATIONAL WILDLIFE REFUGE 

Public hunting of mourning doves on 
the Eufaula National Wildlife Refuge, 
Ala., is permitted only on the area desig¬ 
nated by signs as open to hunting. This 
open area, comprising 180 acres, is de¬ 
lineated on a map available at the refuge 
headquarters and from the Regional Di¬ 
rector, Bureau of Sport Fisheries and 
Wildlife, 809 Peachtree-Seventh Build¬ 
ing, Atlanta, Ga. 30323. Hunting shall 
be in accordance with all applicable State 
and Federal regulations governing the 
hunting of mourning doves subject to the 
following special conditions: 

(1) Hunting dates and hours are as 

follows: October 1 (12 noon until 5:30 
pjn.); October 5 (12 noon until 5:25 

pjn.); October 8 (12 noon until 5:20 

p.m.); October 12 (12 noon until 5:15 

p.m.); October 15 (12 noon until 5:10 

p.m.). 

(2) Each hunter must have on his per¬ 
son a validated refuge hunting permit. 
Hunters will be selected by an impartial 
drawing to be held September 17 on the 
refuge. Applications for the hunt will 
be accepted only during the period Sep¬ 
tember 9-16 and may be submitted by 
mail or in person to the Refuge Manager 
Eufaula National Wildlife Refuge, Post 
Office Box 258, Eufaula. Ala. 36027. 

(3) No hunters will be permitted 
within hunting areas before 11:45 a.m. 
each day. All hunters must be situated 
in hunting area before 1 p.m. each day. 


IFJl. Doc. 66-9795; Filed. Sept. 7, 1966; 
8:47 a.m.] 


PART 32—HUNTING 


Havasu Lake National Wildlife 
Refuge, Arizona and California 

The following special regulation is is¬ 
sued and is effective on date of publica¬ 
tion in the Federal Register. The 
limited time ensuing from the date of 
the adoption of the Federal migratory 
game bird regulations to and including 
the establishment of State hunting sea¬ 
sons makes it impracticable to give pub¬ 
lic notice of proposed rule making. 

§32.12 Special regulations; migratory 
game birds; for individual wildlife 
refuge areas. 


Arizona and California 

HAVASU LAKE NATIONAL WILDLIFE REFUGE 

The public hunting of doves on the 
Havasu Lake National Wildlife Refug . 
Arizona, and California, is P ei * mit ~ £ ' 
only on the area designated by signs a 
Dpen to hunting. This open area, com¬ 
prising 9,526 acres, is delineated on maps 
available at refuge headquarters. Nee¬ 
dles, Calif., and from the HegionaT Direc 
tor, Bureau of Sport Fisheries and WiM 
Life. Post Office Box 1306, Albuquerque^ 
N. Mex. 87103. Hunting seasons aie as 

follows: Arizona—white-winged dov^* 

only, from September 1 through S P 
ber 25, 1966, inclusive; ^oundn* ’ 
from September 1 through September : 2t>, 
1966. inclusive, and 
1966 through January 2. iWj. b» clu 
California—doves, both .ggg, 

September 1 through Oc ^ obe , r n through 
inclusive, and from December 10 H tJ ng 
December 18. 1966. inclusive. Hunbng 
shall be in accordance with all p 
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cable State and Federal regulations 
covering the hunting of doves subject to 
the following special condition: 

(1) Hunting is prohibited within one- 
fourth mile of any occupied dwelling or 
concession operation. 

The provisions of this special regulation 
supplement the regulations which govern 
hunting on wildlife refuge areas generally 
which are set forth in Title 50, Code of 
Federal Regulations, Part 32, and are 
effective through January 2,1967. 

John C. Gatlin. 
Regional Director, 
Albuquerque, N. Mex. 

August 31,1966. 

(FH. Doc. 66-9796; Filed, Sept. 7. 1966; 
8:47 njtn.l 


PART 32—HUNTING 


Malheur National Wildlife Refuge, 
Oreg. 

The following special regulations are 
issued and are effective on date of pub¬ 
lication in the Federal Register. The 
limited time ensuing from the date of 
the adoption of the Federal migratory 
game bird regulations to and including 
the establishment of State hunting sea¬ 
sons makes it impracticable to give public 
notice of proposed rule making. 

§32.12 Special regulation*; migratory 
game birds; for individual wildlife 
refuge area*. 

Oregon 


MALHEUR NATIONAL WILDLIFE REFUGE 


Public hunting of ducks, geese, coots 
and gallinules on the Malheur National 
Wildlife Refuge is permitted from Octo¬ 
ber 8,1966, through January 5,1967, only 
on the area designated by signs as open 

ia /^n nting * Tbis open area » comprising 
19.400 acres, is delineated on a map avail- 
?>? e i=> at . re * u&e headquarters and from 
Erector, Bureau of Sport 
Fisheries and Wildlife, 730 Northeast 
pacific Street. Portland, Oreg. 97208. 
o*!5, tin F sha11 be 111 accordance with all 
applicable State and Federal regulations 
tio e P fc *° following special condi- 


itrrl!! 5' amping k Permitted in des¬ 
ignated areas only. 

h „' 2 ' A , Federal permit is not required 
<sHH/^ nters report at such checking 
terin^ 5 may be established when en- 
tertng or leaving the area. 

tt™ ot ***** special regula- 

rovp™ U ? P lement the regulations which 

generanv Unt ^l on wildlife refuge areas 
neialiy which are set forth in Title 


50, Code of Federal Regulations, Part 32, 
and are effective through January 5, 
1967. 

Paul T. Quick, 
Regional Director, Bureau of 
Sport fisheries and Wildlife . 

August 26,1966. 

IFR. Doc. 66-9798: Filed, Sept. 7, 1966; 
8:47 ajn.J 


PART 32—HUNTING 

Erie National Wildlife Refuge, Pa. 

The following special regulation is 
issued and is effective on date of publi¬ 
cation in the Federal Register. The 
limited time ensuing from the date of 
the adoption of the Federal migratory 
game bird regulations to and including 
the establishment of State hunting 
seasons makes it impracticable to give 
public notice of proposed rule making. 

§ 32.12 Special regulation*: migratory 
game bird*; for individual wildlife 
refuge area*. 

Pennsylvania 

ERIE NATIONAL WILDLIFE REFUGE 

The public hunting of ducks and coots 
on the Erie National Wildlife Refuge, Pa., 
Is permitted only on the area designated 
by signs as open to hunting. This open 
area, comprising 1,792 acres, is delineated 
on maps available at refuge headquarters. 
Guys Mills, Pa., and from the Regional 
Director, Bureau of Sport Fisheries and 
Wildlife, U.S. Post Office and Court¬ 
house, Boston, Mass. 02109. 

Hunting shall be in acordance with all 
applicable State and Federal regulations 
covering the hunting of ducks and coots 
subject to the following special condi¬ 
tion: 

(1) The open season for hunting ducks 
and coots on the refuge extends from 
October 8, 1966. through October 15, 
1966, inclusive, and from November 4, 
1966, through November 26, 1966, 
inclusive. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern hunting on wildlife areas gen¬ 
erally, which are set forth in Title 50, 
Code of Federal Regulations. Part 32, 
and are effective through November 26, 
1966. 

Eugene E. Crawford, 
Acting Regional Director, Bu¬ 
reau of Sport Fisheries and 
Wildlife, Boston, Mass . 

August 24,1966. 

IF.R. Doc. 66-9799: Filed, Sept. 1, 1966; 

8:47 ajn.l 


PART 32—HUNTING 

Crab Orchard National Wildlife 
Refuge, III. 

The following special regulations are 
issued and are effective on date of publi¬ 
cation in the Federal Register. 

§ 32.32 Special regulations; big game; 
for individual wildlife refuge area*. 

Illinois 

CRAB ORCHARD NATIONAL WILDLIFE 
REFUGE 

The public hunting of white-tailed 
deer on the Crab Orchard National Wild¬ 
life Refuge. HI., is permitted only on the 
area designated by signs as open to pub¬ 
lic hunting. These open areas, com¬ 
prising 9,380 acres, are delineated on 
maps available at refuge headquarters 
and from the office of the Regional Direc¬ 
tor, Bureau of Sport Fisheries and Wild¬ 
life, 1006 West Lake Street, Minneapolis, 
Minn. 55408. 

Hunting deer by use of bow and arrow 
is permitted from one-half hour before 
sunrise to one-half hour before sunset, 
c.s.t., from October 1 to November 15, 
1966, inclusive, and from November 21 to 
December 31, 1966, inclusive, except that 
it shall be unlawful to take deer by bow 
and arrow devices from December 6 to 
December 12, 1966, Inclusive. Taking of 
deer by bow and arrow shall be in ac¬ 
cordance with all applicable State reg¬ 
ulations in Article m. Administrative 
Order—1966. 

Hunting deer by use of shotgun rifle 
slugs is permitted from 6:30 a.m. to 4:00 
p.m., c.s.t., on November 18, 19, and 20, 
inclusive, and on December 9, 10, and 11, 
1966, inclusive. Taking of deer by shot¬ 
gun rifle slugs shall be In accordance 
with all applicable State regulations in 
Article U, Administrative Order—1966. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern hunting on wildlife refuge areas 
generally, which are set forth in Title 50. 
Code of Federal Regulations, Part 32, and 
are effective through December 31, 1966. 

Loyal A. Mehrhoff, Jr., 
Project Manager, Crab Orchard 
National Wildlife Refuge , 
Post Office Box J, Carterville, 

IU. 

August 31.1966. 

[F.R. Doc. 66-9797; Filed. Sept. 7, 1966; 
8:47 a.m.J 
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DEPARTMENT OF AGRICULTURE 

Consumer and Marketing Service 
[ 7 CFR Part 932 1 

OLIVES GROWN IN CALIFORNIA 
Proposed Handling 

Notice is hereby given that the Depart¬ 
ment is considering rules and regula¬ 
tions, hereinafter set forth, pursuant to 
the applicable provisions of the marke t- 
ing agreement and Order No. 932 (7 CFR 
Part 932) regulating the handling of 
olives grown in California. This is a 
regulatory program effective under the 
Agricultural Marketing Agreement Act 
of 1937, as amended (7 U.S.C. 601-674). 

The rules and regulations were pro¬ 
posed by the Olive Administrative Com¬ 
mittee, established under the marketing 
agreement and order as the agency to 
administer the terms and provisions 
thereof. The rules and regulations are 
as follows: 

§932.108 Noncanning olives. 

“Noncanning olives” means those 
olives which, pursuant to the require¬ 
ments of § 932.51(a)(2) f are to be dis¬ 
posed of as other than canned ripe olives. 

§ 932.129 Nomination procedure—pro¬ 
ducers. 

Prior to March 16 of each odd-num¬ 
bered year, the committee shall cause a 
nomination meeting to be held in each 
district for the purposes of obtaining 
nominees for producer members and 
alternate members for such district. 
Nominations for members and balloting 
thereon shall precede nomination and 
balloting for alternate members. The 
candidate for each position to be filled 
who receives the highest number of votes 
shall be the nominee for the position: 
Provided, That such candidate receives 
a majority of the ballots cast. If no 
candidate receives the majority of the 
ballots cast, the two candidates who re¬ 
ceived the highest number of votes shall 
participate in a run-off to determine 
which is the nominee. 

§ 932.151 Incoming regulation*. 

(a) Inspection stations. Natural con¬ 
dition olives shall be sampled and size- 
graded only at an inspection station 
which shall be a plant of a handler, or 
other place where such olives are nor¬ 
mally received, having facilities for sam¬ 
pling and size-grading such olives which 
are satisfactory to the Inspection Serv¬ 
ice and the committee: Provided, That 
upon prior application to, and approval 
by, the committee, a handler may have 
olives size-graded at an inspection sta¬ 
tion other than the one where the lot was 
sampled. 

(b) Lot identification . Immediately 
upon receipt of each lot of natural con¬ 


dition olives for which inspection is re- formance with the information contained 
quired, the handler shall complete Form thereon, and, if correct, so certify in the 
OAC-2 “Lot Identification Tag,” or such space provided thereon, 
other lot identification form as may be (2) Control and surveillance. Non- 
approved by the committee, which shall canning olives that have been reported 
contain at least the following: (1) Lot on Form OAC-5 and inspected by the 
number; (2) date; (3) variety; and (4) Inspection Service shall, unless such 
number and type containers. Pending olives are disposed of immediately after 
completion of size-grading of such lot, being inspected under supervision of the 
or the sampling of such lot if it is to be inspector, be identified by fixing to each 
size-graded by sample, the handler shall bin or pallet of boxes an O.A.C. Control 
maintain identity of such lot of olives Card which may be obtained from the 
with its corresponding lot identification committee. Such olives shall be kept 
tag. separate and apart from other olives in 

(c) Weighing. Each lot of natural the handler’s possession and shall be dis- 

condition olives for which inspection is posed of only in the outlet shown on 
required shall be separately weighed to Form OAC-5 and under the supervision 
determine the net weight of olives. If of an inspector of the Inspection Service 
the lot is to be size-graded by sample, the (3) Time period for disposition. All 
lot shall be weighed upon receipt by the required disposition of noncanning olives 
handler. If the lot is to be size-graded shall be completed not later than Sep- 
by lot, the net weight shall be deter- tember 30 of the crop year following the 
mined after size-grading by weighing all one in which the obligation is incurred 
of the component parts resulting from or such later date that a handler may 
the size-grading operations (including specify in a notice filed with the commit- 
culls) , and totaling such weights. tee at least 15 days prior to September Id 

(d) Incoming inspection —(1) Gen- of such subsequent crop year: Provided, 

eral. The handler is responsible for the That such notice shows that such handler 
proper performance of all actions con- has a sufficient quantity of olives held in 
nected with the identification of lots of storage to meet his obligation and such 
olives, the weighing of boxes or bins, the later date is not later than the date when 
taking of samples, the size-grading of he will have completed his disposition oi 
samples, and the furnishing of necessary olives of the crop year of obligation, 
personnel for the carrying out of such (4) Olives not subject to incoming in¬ 
actions. All such actions shall be per- spection. Except as otherwise pre¬ 
formed under the supervision of the scribed in § 932.51(b), any lot of olives w 
Inspection Service. be used solely in the production of green 

(2) Certification. For each lot of olives or canned ripe olives of the "tree 
olives that are size-graded, the handler ripened” type shall not be subject to m- 
shall complete Form OAC-3 “Report of coming inspection: Provided, That 
Size-Grade of Natural Condition Olives,” applicable requirements of * 932 b1 ’ 
which shall contain at least the follow- are met and the handler notifies tnefin¬ 
ing: (i) Name of handler; (ii) name of spection Service, in writing, that 
producer; (iii) county of production; lot is to be so used. Notice may be gi 
(iv) applicable lot number; (v) weight by wilting on the weight certificate 
certificate number; (vi) net weight; (vii) to be used solely for use in the pr°auc 

number and type of containers; (viii) of green olives or tree ripened olive 
date received; (ix) time received; (x) a copy of such weight certificate given 

method of size-grade determination the Inspection Service. 

(sample or lot); (xi) weight of sample. , 93<> 15<> Outeoing regulations, 
if size-graded by sample; and (xii) the uuigomgreg 

quantity of olives in each size designa- (a) Inspection stations. 
tion. The completed Form OAC-3 shall olives shall be sampled and graded ° ._ 
be furnished to the Inspection Service at an inspection station which snau 
which shall certify thereon that the lot any olive processing plant having ia 
was size-graded as required by § 932.51 ties for in-line inspection wmicn 
if in accordance with the facts. satisfactory to the Inspection b 

(e) Disposition of noncanning and the committee. 

olives. —(1) Notification and inspection (b) Inspection —<1) Genera*- 
of noncanning olives. Prior to disposi- spection of packaged olives for co c . 
tion of noncanning olives the handler ance with § 932.52 shall be in-inie 
shall complete Form OAC-5 “Report of tion. No handler shall perform! 
Non-canning Olive Inspection and Dis- processing operations which imn . 
position,” which shall contain the fol- precede the packaging of the olive & 
lowing: (i) Type and number of con- an inspector is present when han _ 
tainers; (ii) type of olives (undersize or are so processed. In addition. suC h 
culls); (iii) net weight; (iv) variety; (v) dler shall pit olives until a _ ‘ 

outlet (green olives, olive oil, etc.); and olives have been inspected io 
(vi) consignee. Before disposition of scribed in 5 932.52(a)(2). . 0 j ives 

such olives, the completed Form OAC-5 (2) Pitting W& attons - f 
shall be furnished to the Inspection Serv- that meet the size requlrcinen but 

ice which shall inspect the olives for con- aging as canned whole rip 
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are held in containers prior to final 
processing shall be identified to the satis¬ 
faction of the Inspection Service and be 
held separate and apart from other olives 
until such time as they are submitted 
for in-line inspection prior to being 
packaged. Pitted olives which, prior to 
pitting, did not meet the size require¬ 
ments for packaging as canned whole 
ripe olives but meet the applicable size 
requirements specified in § 932.52 for 
halved, sliced, chopped, or minced styles 
of canned ripe olives, shall be identified 
to the satisfaction of the Inspection 
Service and be held separate and apart 
from other olives until such time as they 
are submitted for in-line inspection 
prior to being packaged. 

(c) Certification. (1) Each handler 
shall furnish daily to the Inspection 
Service a copy of a pack report for the 
preceding work day which shall contain 
at least the following: (i) The total 
number of cases of packaged olives; (ii) 
number of cans per case: (iii) can size; 
(iv) can code; (v) variety; (vi) fruit 
size: and (vii) style. 

(2) The Inspection Service shall is¬ 
sue for each day’s pack a signed cer¬ 
tificate covering the quantities of such 
packaged olives which meet all applicable 
grade and size requirements. Each such 
certificate shall contain at least the fol¬ 
lowing: (i) Date; (ii) place of inspec¬ 
tion; (iii) name and address of han¬ 
dler; (iv) can code; (v) variety; (vi) 
fruit size; (vii) can size; (viii) style; 
(ix) total number of cases; (x) number 
of cans per case; and (xi) statement 
that packaged olives meet the effective 
minimum standards for canned ripe 
oUves as warranted by the facts. 

(d) Olives which fail to meet grade 
and size requirements. (1) Whenever 

Portion of a handler’s daily pack of 
Packaged olives fails to meet all appli¬ 
cable grade and size requirements, the 
inspection Service shall issue a signed 
report covering such olives. Each such 
report shah contain at least the follow¬ 
ing. (i) Date; (ii) place of inspection; 
ni name and address of handlers; (iv) 
e; (v) v ^iety; (vi) fruit size; 
numK Can » slze * <viii) style; (ix) total 
r 2* cases; (x) number of cans per 
iff!; aad ( ? ) rea50n wh V the applicable 
requirements were not met. 

t m such Packaged olives shall be 
and apart from other 
d i 0lives and sha11 ** identified 
factnrv tr ? ^ ards or other means satis- 
the rLmu? 6 inspection Service and 
readiiv mm tilat their identity is 
jeadily apparent Such packaged olives 

of thf> ? ri repr R cesse< i under supervision 

ine inspection Service. 

§ ^32.134 Interhandlcr transfer. 

tion'pnrm^A^ provided lp this sec- 
dlerTr/rw 0 M C r 6 “ Re Port of Interhan- 
transferrirmv^ Sh J^ ** com P let ed by the 
whether ,^, lan , dcr on aU lots of olives, 
not packa«rt U «? . condition . Processed, 
one hanHh^J' that are transferred from 
contain aMoi°t a ?i? ther ' This form shall 
an d address 6 ^? !u llowing: (1> Name 
recelvinc; hlSSi 5001 016 transferring and 
(3) coMiHnn d er: . (2) date of transfer; 

on (natural condition, proc¬ 


essed, not packaged); (4) weight and 
number and size of each type of con¬ 
tainer; (5) variety; and (6) other identi¬ 
fication (sustandard size, culls, style, 
etc.). Two copies of such completed 
form shall accompany the load to the 
receiving handler who shall certify on 
such copies the receipt of such olives and 
shall forward one of the certified copies 
to the committee within 10 days follow¬ 
ing receipt of such olives. 

(b) Undersize or cull olives that are 
transferred from one handler to another 
and for which the transferring handler 
desires credit toward satisfaction of his 
obligation under 5 932.51(a)(2) need 
only be accompanied by two copies of 
Form OAC-5 “Report of Noncanning 
Olives Inspection and Disposition”: Pro¬ 
vided , That such transfers are carried 
out under the supervision of the Inspec¬ 
tion Service. 

All persons who desire to submit writ¬ 
ten data, views, or arguments for con¬ 
sideration in connection with the 
proposal may file the same, in quadrupli¬ 
cate, with the Hearing Clerk, U.S. De¬ 
partment of Agriculture. Room 112, Ad¬ 
ministration Building. Washington, D.C. 
20250, not later than the seventh day 
after publication of the notice in the 
Federal Register. All written submis¬ 
sions made pursuant to this notice will 
be made available for public inspection 
at the Office of the Hearing Clerk dur¬ 
ing regular business hours (7 CFR 1.27 
(b)>. 

Dated: September 2,1966. 

Paul A. Nicholson, 
Deputy Director, Fruit and Veg¬ 
etable Division, Consumer and 
Marketing Service. 

[FB. Doc. 66-9845; Filed. Sept. 7, 1966; 

8:51 a.m.J 


FEDERAL AVIATION AGENCY 

E14 CFR Part 71 ] 

I Airspace Docket No. 66-EA-42 ] 

TRANSITION AREA 

Proposed Alteration 

The Federal Aviation Agency Is con¬ 
sidering amending 5 71.181 of Part 71 of 
the Federal Aviation Regulations so as 
to alter the Cleveland, Ohio, 700-foot 
floor transition area (31 F.R. 2171). 

A new VOR instrument approach pro¬ 
cedure to Strongsville Airpark, Strongs¬ 
ville, Ohio, has been implemented. An 
alteration of the Cleveland, Ohio, 700- 
foot floor transition area will be required 
to include controlled airspace for 
Strongsville Airpark IFR arrival and de¬ 
parture procedures. 

Interested persons may submit such 
written data or views as they may desire. 
Communications should be submitted in 
triplicate to the Director, Eastern Re¬ 
gion, Attention: Chief, Air Traffic Divi¬ 
sion, Federal Aviation Agency, Federal 
Building, John F. Kennedy International 
Airport, Jamaica, N.Y. 11430. All com¬ 
munications received within 30 days 
after publication in the Federal Register 


will be considered before action is taken 
on the proposed amendment. No hear¬ 
ing is contemplated at this time, but ar¬ 
rangements for informal conferences 
with Federal Aviation Agency officials 
may be made by contacting the Chief, 
Airspace and Standards Branch, Eastern 
Region. 

Any data or views presented during 
such conferences must also be submitted 
in writing in accordance with this notice 
in order to become part of the record 
for consideration. The proposal con¬ 
tained in this notice may be changed in 
the light of comments received. 

The official docket will be available for 
examination by interested persons at the 
Office of the Regional Counsel, Federal 
Aviation Agency, Federal Building, John 
F. Kennedy International Airport, Ja¬ 
maica, N.Y. 

The Federal Aviation Agency, having 
completed a review of the airspace re¬ 
quirements for the terminal area of 
Cleveland, Ohio, proposes the airspace 
action hereinafter set forth: 

Amend § 71.181 of Part 71 of the Fed¬ 
eral Aviation Regulations so as to add in 
the description of the Cleveland, Ohio, 
700-foot floor transition area following 
the phrase, “Burke-Lakefront 3-mile ra¬ 
dius area to 10 miles NW of the airport;”, 
the phrase, “within a 5-mile radius of the 
center, 41°19'25" N.. 81°51'50" W., of 
Strongsville Airpark, Strongsville, Ohio, 
and within 2-miles each side of the 
Strongsville VOR 261° radial extending 
from the Strongsville Airpark 5-mile ra¬ 
dius area to 8 miles W of the VOR;”. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 

Issued in Jamaica, N.Y., on August 15, 
1966. 

Wayne Hendershot, 
Deputy Director, Eastern Region. 

[FB. Doc. 66-9773; Filed. Sept. 7. 1966; 

8:45 a.m.] 


t 14 CFR Part 71 1 

[Airspace Docket No. 66-EA-41) 

TRANSITION AREA 
Proposed Designation 

The Federal Aviation Agency is con¬ 
sidering amending § 71.181 of Part 71 of 
the Federal Aviation Regulations so as 
to designate a 700-foot floor transition 
area for Dunkirk. N.Y. 

A new instrument approach procedure 
for Dunkirk Municipal Airport, Dunkirk, 
N.Y., has been authorized. A 700-foot 
floor transition area will be required to 
protect IFR arrival and departure proce¬ 
dures at Dunkirk Municipal Airport, 
Dunkirk, N.Y. 

Interested persons may submit such 
written data or views as they may desire. 
Communications should be submitted in 
triplicate to the Director, Eastern Re¬ 
gion, Attention: Chief, Air Traffic Divi¬ 
sion, Federal Aviation Agency, Federal 
Building, John F. Kennedy International 
Airport, Jamaica, N.Y. 11430. All com¬ 
munications received within 30 days 
after publication in the Federal Register 
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will be considered before action is taken 
on the proposed amendment. No hear¬ 
ing is contemplated at this time, but ar¬ 
rangements for informal conferences 
with Federal Aviation Agency officials 
may be made by contacting the Chief. 
Airspace and Standards Branch. Eastern 
Region. 

Any data or views presented during 
such conferences must also be submitted 
in writing in accordance with this notice 
in order to become part of the record for 
consideration. The proposal contained 
in this notice may be changed in the light 
of comments received. 

The official docket will be available for 
examination by interested persons at the 
Office of the Regional Counsel. Federal 
Aviation Agency, Federal Building, John 
F. Kennedy International Airport, 
Jamaica, N.Y. 

The Federal Aviation Agency, having 
completed a review of the airspace re¬ 
quirements for the terminal area of 
Dunkirk, N.Y.. proposes the airspace 
action hereinafter set forth: 

Amend § 71.181 of Part 71 of the Fed¬ 
eral Aviation Regulations so as to desig¬ 
nate a 700-foot floor transition area for 
Dunkirk, N.Y., as follows: 

Dunkirk, N.Y. 

That airspace extending upward from 700 
feet above the surface within a 5-mile ra¬ 
dius of the center. 42°29'35 / ' N., 79*16'20" 
W., of Dunkirk Municipal Airport, Dunkirk, 
NY.; within 2 miles northwest and 6 miles 
southeast of the Dunkirk, N.Y. VOR 046° 
radial extending from the VOR to 12 miles 
NE of the VOR: and within 2 miles each 
side of the Runway 15 centerline extended 
from the 5-mile radius area to 10 miles 
southeast of the lift-off end of the runway. 

Tliis amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 

Issued in Jamaica, N.Y., on August 19, 
1966. 

Wayne Hendershot, 
Deputy Director, Eastern Region. 

[FJR. Doc. 66-9774; Filed, Sept. 7, 1966; 

8:45 ajn.) 


[ 14 CFR Part 71 1 

I Airspace Docket No. 66-EA-33 ] 

TRANSITION AREA 
Proposed Alteration 

The Federal Aviation Agency is con¬ 
sidering amending § 71.181 of Part 71 
of the Federal Aviation Regulations so as 
to alter the Jefferson, Ohio, 700-foot floor 
transition area (31 FJR. 2205). 

A new VOR instrument approach pro¬ 
cedure to Germack Airport, Geneva, 
Ohio, will require additional 700-foot 
floor transition area airspace. Because 
of the proximity between Ashtabula- 
Jefferson and Germack Airports the re¬ 
quirements for Germack Airport can be 
included in the Jefferson, Ohio, transi¬ 
tion area description. 

Interested persons may submit such 
written data or views as they may de¬ 
sire. Communications should be sub¬ 
mitted in triplicate to the Director, 
Eastern Region, Attention: Chief, Air 


Traffic Division, Federal Aviation Agency, 
Federal Building, John F. Kennedy In¬ 
ternational Airport, Jamaica, N.Y. 11430. 
All communications received, within 30 
days after publication in the Federal 
Register will be considered before ac¬ 
tion is taken on the proposed amend¬ 
ment. No hearing is contemplated at 
this time, but arrangements may be 
made for informal conferences with 
Federal Aviation Agency officials by con¬ 
tacting the Chief, Airspace and Stand¬ 
ards Branch, Eastern Region. 

Any data or views presented during 
such conferences must also be submitted 
in writing in accordance with this notice 
in order to become part of the record for 
consideration. The proposal contained 
in this notice may be changed in the light 
of comments received. 

The official docket will be available for 
examination by interested persons at the 
Office of the Regional Counsel, Federal 
Aviation Agency. Federal Building, John 
F. Kennedy International Airport, Ja¬ 
maica, N.Y. 

The Federal Aviation Agency, having 
completed a review of the airspace re¬ 
quirements for the terminal area of Jef¬ 
ferson, Ohio, proposes the airspace action 
hereinafter set forth: 

Amend § 71.181 of Part 71 of the Fed¬ 
eral Aviation Regulations so as to delete 
the description of the Jefferson, Ohio, 
700-foot floor transition area and insert 
in lieu thereof the following: 

Jefferson, Ohio 

That airspace extending upward from 700 
feet above the surface within a 5-mile radius 
of the center, 41°46'15" N., 80°46'25" W., of 
the Ashtabula-Jefferson Airport, Jefferson, 
Ohio; and within 2 miles each side of the 
Jefferson, Ohio VOR 061* radial extending 
from the 5-mile radius area to 8 miles north¬ 
east of the VOR and within a 5-mile radius 
of the center, 41°46'40" N., 80°54'15" W.. of 
Germack Airport, Geneva, Ohio. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 

Issued in Jamaica, N.Y., on August 19, 
1966. 

Wayne Hendershot, 
Deputy Director, Eastern Region. 

[F.R. Doc. 66-9775; Filed. Sept. 7, 1966; 

8:45 ajoa.l 


[ 14 CFR Part 71 1 

[Airspace Docket No. 66-AL-l 1 

CONTROL AREA EXTENSION, CON¬ 
TROL ZONE, AND TRANSITION 
AREA 

Proposed Revocation, Alteration, and 
Designation 

The Federal Aviation Agency is con¬ 
sidering amendments to Part 71 of the 
Federal Aviation Regulations that would 
alter the controlled airspace in the vicin¬ 
ity of Cold Bay, Alaska, as follows: 

1. The Cold Bay control area exten¬ 
sion would be revoked. 

2. The Cold Bay control zone would be 
redescribed as that airspace within a 5- 
mile radius of Cold Bay, Alaska, Airport 


(latitude 55°12' N„ longitude 162 43' 
W.); within 2 miles each side of the Cold 
Bay VOR 335° True radial and 2 miles 
each side of the Cold Bay ILS localizer 
north course, extending from the 5-mile 
radius zone to 12 miles north of the Cold 
Bay radio range. 

3. The Cold Bay transition area would 
be designated as that airspace extending 
upward from 700 feet above the surface 
within 2 miles each side of the 041* 
True bearing from the Cold Bay radio 
range, extending from the radio range 
to 6 miles northeast of the radio range, 
and within 2 miles each side of the 263" 
True bearing from the Cold Bay radio 
range, extending from the radio range 
to 6 miles west of the radio range; and 
that airspace extending upward from 
1,200 feet above the surface within 5 
miles southeast of the 041° True bearing 
from the Cold Bay radio range, extend¬ 
ing from the radio range to 18 miles 
northeast of the radio range; within 5 
miles south of the 263° True bearing 
from the Cold Bay radio range, extend¬ 
ing from the radio range to 18 miles west 
of the radio range; and within the arc of 
an 18-mile radius circle centered on the 
Cold Bay radio range, extending clock¬ 
wise from the 263° True bearing to the 
041° True bearing from the radio range. 

The amended control zone and pro¬ 
posed transition area would provide con¬ 
trolled airspace for aircraft executing 
prescribed instrument approach and de¬ 
parture procedures for the Cold Bay Air¬ 
port. The Cold Bay control area ex¬ 
tension would be revoked since it would 
no longer be required for air traffic con¬ 


trol purposes. 

As parts of these proposals relate to the 
navigable airspace outside the United 
States, this notice is submitted in con¬ 
sonance with the ICAO International 
Standards and Recommended Practices. 

Applicability of International Stand¬ 
ards and Recommended Practices, by the 
Air Traffic Service, FA A, in areas out¬ 
side domestic airspace of the United 
States is governed by Article 12 and An¬ 
nex 11 to the Convention on Interna¬ 
tional Civil Aviation (ICAO) , which per¬ 
tains to the establishment of air naviga¬ 
tion facilities and services necessary to 
promoting the safe, orderly and expe¬ 
ditious flow of civil air traffic. Its pu - 
pose is to insure that civil flying on in¬ 
ternational air routes is carried out unaer 
uniform conditions designed to impl ° 
the safety and efficiency of air opera¬ 


tions. , 

The International Standards an 
Recommended Practices in Annex n 
apply In those parts of the afrsp 
under the jurisdiction of a contrac ir 
state, derived from ICAO, wherei 
traffic services are provided and 
whenever a contracting state a< ^ ep * fflc 
responsibility of providing a* of 
services over high seas or in 
undetermined sovereignty. A coi. , lities 
ing state accepting such reBPCjwJJJg 
may apply the International Sta <i 
and Recommended Practices to cl a 

craft in a manner consistent. irtthm. 
adopted for airspace under its 
jurisdiction. 
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In accordance with Article 3 of the 
Convention on International Civil Avia¬ 
tion, Chicago, 1944, state aircraft are 
exempt from the provisions of Annex 11 
and its Standards and Recommended 
Practices. As a contracting state, the 
United States agreed by Article 3(d) that 
its state aircraft will be operated in in¬ 
ternational aiispace with due regard for 
the safety of civil aircraft. 

Since this action involves, in part, the 
designation of navigable airspace out¬ 
side the United States, the Administrator 
has consulted with the Secretary of State 
and the Secretary of Defense in accord¬ 
ance with the provisions of Executive 
Order 10854. 

Interested persons may participate in 
the proposed rule making by submitting 
such written data, views, or arguments 
as they may desire. Communications 
should identify the airspace docket num¬ 
ber and be submitted in triplicate to the 
Director, Alaskan Region, Attention: 
Chief, Air Traffic Division, Federal Avia¬ 
tion Agency, 632 Sixth Avenue, Anchor¬ 
age, Alaska 99501. All communications 
received within 30 days after publication 
of this notice in the Federal Register 
will be considered before action is taken 
on the proposed amendments. The pro¬ 
posals contained in this notice may be 
changed in the light of comments re¬ 
ceived. 

An official docket will be available for 
examination by interested persons at the 
Federal Aviation Agency, Office of the 
General Counsel, Attention: Rules Dock¬ 
et, 800 Independence Avenue SW.. Wash¬ 
ington, D.C. 20553. An informal docket 
also will be available for examination at 
the office of the Regional Air Traffic 
Division Chief. 

These amendments are proposed under 
the authority of sections 307(a) and 1110 
of the Federal Aviation Act of 1958 (49 
1348 * 1510) and Executive Order 
10854 (24 F.R. 9565). 

Issued In Washington, D.C., on Au¬ 
gust 30, 1966. 


H. B. Helstrom, 

Chief, Airspace and Air 
Traffic Rules Division. 

,PJl - Doc. 66-9776; PUed, Sept. 7, 1966; 
8:45 ajn.J 


l 14 CFR Part 71 ] 

l Airspace Docket No. 66 -SO- 41 1 

CONTROLLED AIRSPACE 


Proposed Alteration 

sidTnt Pederal Aviation Agency is cor 
Fed,W * mend *nent to Part 71 of th 
wonM AvWtan Regulations whic 
S * VOR Federal Airway No. 
between Cross City, Fla., and Dothai 

the persons may Participate i 

makin 8 by submlttin 
thev i!^ 11 data ” views * °r arguments a 
should desire. Communication 

be? and the air *Pace docket num 

C in triplicate to th 

Chief AiV?v U m ern Attention 

* Air Traffic Division, Federal Avia 


tion Agency, Post Office Box 20636, At¬ 
lanta, Ga. 30320. All communications 
received within 45 days after publication 
of this notice In the Federal Register 
will be considered before action is taken 
on the proposed amendments. The pro¬ 
posals contained in this notice may be 
changed in the light of comments 
received. 

An official docket will be available for 
examination by interested persons at the 
Federal Aviation Agency, Office of the 
General Counsel, Attention: Rules 
Docket, 800 Independence Avenue SW., 
Washington, D.C. 20553. An informal 
docket also will be available for examina¬ 
tion at the office of the Regional Air 
Traffic Division Chief. 

Victor 7 is presently designated in part 
from Cross City, Fla., via INT of Cross 
City 311° and Tallahassee, Fla., 137° ra- 
dials; Tallahassee; Dothan, Ala., includ¬ 
ing a W alternate from Cross City to 
Dothan via INT of Cross City 287 c and 
Marianna, Fla., 141° radials, and Mari¬ 
ana, excluding the airspace between the 
main and the W alternate. On April 12, 
1966, Airspace Docket No. 65-SO-89 was 
published as a notice of proposed rule 
making in the Federal Register (31 F.R. 
5665), proposing the designation of a 
floor of 1.200 feet AGL on Federal Airway 
No. 7 and its W alternate between Cross 
City and Dothan. Airspace Docket No. 
65-SO-89 does not propose to alter the 
exclusion from Federal Airway No. 7 of 
the airspace between the main airway 
and the W alternate. It is proposed 
herein, however, to remove this exclusion 
to provide controlled airspace between 
the main airway and the W alternate for 
radar vectoring. Such action would per¬ 
mit more effective utilization of avail¬ 
able radar and would permit the transi¬ 
tioning of flights between airways bor¬ 
dering this area. 

This amendment is proposed under the 
authority of section 307(a) of the Fed¬ 
eral Aviation Act of 1958 (49 U.S.C. 
1348). 

Issued in Washington, D.C., on August 
30.1966. 

H. B. Helstrom, 

Chief , Airspace and Air 

Traffic Rules Division. 

(F-R. Doc. 66-9777; Filed. Sept. 7, 1966; 

8:45 a.m.j 


[ 14 CFR Port 71 1 

| Airspace Docket No. 66-SO-42 ] 

CONTROLLED AIRSPACE 
Proposed Alteration 

The Federal Aviation Agency is con¬ 
sidering an amendment to Part 71 of 
the Federal Aviation Regulations which 
would alter VOR Federal Airway No. 18 
between Augusta, Ga., and Charleston, 
S.C. 

Interested persons may participate in 
the proposed rule making by submitting 
such written data, views, or arguments as 
they may desire. Communications 
should identify the airspace docket num¬ 
ber and be submitted in triplicate to the 
Director, Southern Region. Attention: 


Chief, Air Traffic Division, Federal Avia¬ 
tion Agency. Post Office Box 20636, At¬ 
lanta Ga. 30320. All communications 
received within 45 days after publication 
of this notice in the Federal Register 
will be considered before action is taken 
on the proposed amendments. The pro¬ 
posals contained in this notice may be 
changed in the light of comments 
received. 

An official docket will be available for 
examination by interested persons at the 
Federal Aviation Agency, Office of the 
General Counsel, Attention: Rules 
Docket, 800 Independence Avenue, SW., 
Washington, D.C. 20553. An informal 
docket will also be available for examina¬ 
tion at the office of the Regional Air 
Traffic Division Chief. 

Federal Airway No. 18 is presently 
designated in part from Augusta, Ga.. 
via INT of Augusta 097° and Charleston, 
S.C., 300° radials; Charleston, including 
an S alternate from Augusta to Charles¬ 
ton via INT of Augusta 157° and Allen¬ 
dale, S.C., 262° radials and Allendale, 
excluding the airspace between the 
main and this alternate airway. On 
April 12, 1966, Airspace Docket No. 65- 
SO-89 was published as a notice of pro¬ 
posed rule making in the Federal Reg¬ 
ister (31 F.R. 5665), and proposes 
designation of a 1,200 feet AGL floor 
on Federal Airway No. 18 between 
Augusta and Charleston. Airspace 
Docket No. 65-SO-89 does not propose 
to alter the exclusion from Federal Air¬ 
way No. 18 of the aiispace between the 
main airway and the S alternate. It is 
proposed herein, however, to alter this 
exclusion by excluding only the airspace 
within Restricted Area Rr-6004. Such 
action is required to provide controlled 
airspace to permit more effective utiliza¬ 
tion of available radar for vectoring 
flights between airways bordering this 
area. 

This amendment is proposed under 
the authority of section 307(a) of the 
Federal Aviation Act of 1958 (49 USC 
1348). 

Issued in Washington, D.C., on Au¬ 
gust 30,1966. 

H. B. Helstrom, 

Chief, Airspace and Air 
Traffic Rules Division. 

IF.R. Doc. 66-9778: FUed. Sept. 7. 1966; 

8:45 a.m.J 

FEDERAL COMMUNICATIONS 
COMMISSION 

I 47 CFR Port 73 ] 

(Docket No. 18762] 

FM BROADCAST STATIONS 

Table of Assignments; Order Extend¬ 
ing Time for Filing Reply Comments 

In the matter of amendment of § 73.202 
Table of assignments, FM broadcast sta¬ 
tions (Reedsburg, Wis., Portland, Ind., 
Brazil, Ind., Winner, S. Dak., Ardmore, 
Okla., Hutchinson and St. Cloud, Minn.. 
Gonzales, Tex., Cullman, Ala., Deland! 


No. 174—pt. i- 
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Winter Park, Live Oak, and Ocala, Fla., 
Rockford, in., Adrian and Jackson, Mich., 
and Corinth, Miss.); Docket No. 16762, 
RM-969, RM-984, RM-967, RM-971, 

RM-974, RM-977, RM-978, RM-983, 
RM-988, RM-987, RM-989, RM-990. 

1. On July 14, 1966, the Commission 
issued a notice of proposed rulemaking 
<FCC 66-637) in the above-entitled mat¬ 
ter inviting comments on a number of 
changes in the FM Table of Assignments, 
including changes in the communities of 
Adrian and Jackson, Mich., RM-989. 
The time for filing comments was speci¬ 
fied as August 15, 1966, and for filing re¬ 
ply comments August 31, 1966. On Au¬ 
gust 26, 1966, the Commission received 
from Gerity Broadcasting Co., petitioner 
in RM-989, a request for extension of 


time hi which to file reply comments from 
August 31, 1966, to September 15, 1966. 

2. In its request for an extension of 
time to file reply comments, petitioner 
states that it requires the additional time 
in order to consider and prepare an ap¬ 
propriate reply comment to the com¬ 
ments and extensive counter-proposal 
filed by Washtenaw Broadcasting Co. in 
RM-989. Washtenaw Broadcasting Co. 
has not filed an objection. We have con¬ 
sidered the request and are of the view 
that the extension is warranted in this 
case and that it will serve the public in¬ 
terest. 

3. Accordingly , it is ordered. On this 
31st day of August, 1966, that the request 
of Gerity Broadcasting Co. for an exten¬ 


sion of time to file reply comments in 
RM-989 to September 15, 1966, is 

granted. The extension of time granted 
herein pertains solely to RM-989. 

4. This action is taken pursuant to the 
authority contained in sections 4(i), 
6(d) (1), and 303(r) of the Communica¬ 
tions Act of 1934, as amended, and 
5 0.281(d)(8) of the Commission's rules 
and regulations. 

Released: September 2, 1966. 

Federal Communications 
Commission, 

[seal! Ben F. Waple, 

Secretary. 

[F JR . Doc. 66-9826; Filed, Sept. 7, 1966; 

8:49 a.m.J 
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Notices 


DEPARTMENT OF THE TREASURY 

Coast Guard 

| CGFR 66-43 ] 

EQUIPMENT, INSTALLATIONS, OR 
MATERIALS 


Approval and Termination of 
Approval Notice 


1. Various items of lifesaving, fire¬ 
fighting and miscellaneous equipment, 
installations and materials used on ves¬ 
sels subject to Coast Guard inspection or 
on certain motorboats and other pleasure 
craft are required by various laws and 
regulations in 46 CFR Chapter I to be of 
types approved by the Commandant, 
U.S. Coast Guard. The purpose of this 
document is to notify all concerned that 
certain approvals were granted or ter¬ 
minated, as described in this document 
during the period from March 16, 1965, 
to March 16, 1966 (List Nos. 3-66, 4-66, 
5-66, 6-66, 7-66, 8-66, 9-66, 10-66, and 
11-66). These actions were taken in ac¬ 
cordance with the precedures set forth in 
46 CFR 2.75-1 to 2.75-50, inclusive. For 
certain types of equipment, installation 
and materials, specifications have been 
prescribed by the Commandant and are 
published in 46 CFR Parts 160 to 164, 
inclusive (Subchapter Q—Specifica¬ 
tions) . 


2. The statutory authorities for grant¬ 
ing approvals of equipment and the dele¬ 
gations of authority to the Commandant, 
U S. Coast Guard, are set forth with the 
specific specifications governing the 
item and are set forth in 46 CFR Parts 
160 to 164, inclusive (Subchapter Q— 
Specifications). The general authorities 
regarding approvals are set forth in sec¬ 
tions 367, 375, 390b, 416, 481, 489, 526p 
and 1333 in Title 46, U.S. Code, section 
1333 in Title 43, U.S. Code and section 198 
in Title 50, U.S. Code while the imple¬ 
menting regulations requiring such 
equipment are in 46 
9F 3 CFR Chapter 
tions of authority 
mandant, U.S. Coast 
appropriate actions w, w 

T?n r °, V f ls are set forth 1x1 section 632 of 
uie 14, U.S. Code, Treasury Department 
120 dated July 31, 1950, 15 F.R. 
and other Treasury Department 
tn * rs r issue d since that date with respect 
Performance of functions under vari- 
ThV a ^ s dealing with specific subjects. 
thl delations are also listed with 
we implementing regulations in 46 CFR 
n * p T t€r * or 33 CFR Chapter I. 
tho at! 1 Part 1 of this document are listed 
an?!^°y als whichsha11 be in effect for 
of 5 years from the dates issued. 

P^perS r rity nCeled ° r SUspended by 

11 ot this document are 
terminal approvals which have been 
• ated. Notwithstanding tills ter¬ 


CFR Chapter 
I. The delega- 
for the Corn- 
Guard to take 
with respect to 


mination of approvals of the items as 
listed in Part n, such equipment may be 
used so long as it is in good and service¬ 
able condition. 

Part I— Approvals of Equipment, In¬ 
stallations, or Materials 

LIFE PRESERVERS, KAPOK, ADULT AND CHILD 
(JACKET TYPE) MODELS 3 AND 5 

Approval No. 160.002/56/1, Model 5, 
child kapok life preserver, U.S.C.G. 
Specification Subpart 160.002, manufac¬ 
tured by International Cushion Co., 1110 
Northeast Eighth Avenue, Fort Lauder¬ 
dale, FLa. 33311, effective January 21, 
1966. (It supersedes Approval No. 
160.002/56/1 dated Nov. 4, 1963, to show 
correction.) 

WINCHES, LIFEBOAT 

Approval No. 160.015/79/0, Type 55-G 
lifeboat winch, approval is limited to 
technical components and for a maxi¬ 
mum working load of 11,120 pounds pull 
at the drums (5,560 pounds per fall) 
identified by general assembly dwg. No. 
1013-2R, dated April 1958, manufactured 
by Marine Safety Equipment Corp., Foot 
of Pay n ter’s Road, Farmingdale, N.J. 
07727, effective February 28, 1966. (It 
is an extension of Approval No. 160.015/ 
79/0 dated Mar. 3.1961.) 

Approval No. 160.015/88/0, Type CGB- 
135 MV lifeboat winch, approval is 
limited to mechanical components only, 
and for a maximum working load of 13,- 
500 pounds pull at the drums (6,750 
pounds per fall) identified by general 
arrangement dwg. W-80489 (Rev. A), 
dated June 10. 1963, and drawing list 
dated October 22, 1965, manufactured by 
General Bronze Corp., Steel Weldments 
Division, Bedford Park, HI., for Welin 
Davit and Boat Division of Continental 
Copper & Steel Industries, Inc., Perth 
Amboy, N.J. 08861, effective January 27, 
1966. 


LAMPS, SAFETY, FLAME 

Approval No. 160.016/2/2, Koehler 
Model 289-1A, naphtha burning, key 
lock, flame safety lamp, dwg. Nos. 289-1A 
dated November 10, 1960, and 257-30A 
dated December 2,1947, manufactured by 
Koehler Manufacturing Co., Marlboro, 
Mass. 01752, effective March 15. 1966. 
(It is an extension of Approval No. 
160.016/2/2 dated Mar. 21,1961.) 

SEA ANCHORS, LIFEBOAT 

Approval No. 160.019/12/0, sea anchor, 
U.S.C.G. dwg. No. MMI-562, and specifi¬ 
cation dated November 1, 1943, revised 
August 24, 1944, and company specifica¬ 
tion dated February 28, 1961, manufac¬ 
tured by Jacksonville Ship Chandlery & 
Awning Co., 835 East Bay Street, Post 
Office Box 395, Jacksonville, Fla. 32202, 
effective February 23, 1966. (It is an 
extension of Approval No. 160.019/12/0 
dated Mar. 10,1961.) 


LIFEFLOATS 

Approval No. 160.027/69/0, 7.0' x 9.0 # x 
4" rectangular, laminated fabric- 
covered, unicellular plastic foam buoyant 
mat lifefloat; 15-person capacity; Voren- 
kamp dwg. No. 1, Rev. 1 dated January 
2, 1966, and specifications dated January 
4, 1966, manufactured by Salerco. Inc., 
c/o Pan Air Corp., Post Office Box 26425, 
New Orleans, La., effective January 21, 
1966. 

LINE-THROWING APPLIANCE, SHOULDER GUN 
TYPE (AND EQUIPMENT) 

Approval No. 160.031/4/0, Bridger 45/ 
70 Model N shoulder-gun type line¬ 
throwing appliance, assembly dwg. No. 
A-604, dated October 28, 1950, manufac¬ 
tured by Naval Co., Old Easton Highway, 
Doylestown, Pa. 18901, effective February 
23, 1966. (It is an extension of Ap¬ 
proval No. 160.031/4/0 dated Mar. 21, 
1961.) 


DAVITS 

Approval No. 160.032/160/1, gravity 
davit, Type 30-22, approved for a maxi¬ 
mum working load of 22,240 pounds per 
set (11,120 pounds per arm) using 2-part 
falls, identified by general arrangement 
dwg. No. 3015-1E, dated August 15, 1958, 
and drawing list dated February 17, 1966, 
manufactured by Marine Safety Equip¬ 
ment Corp., Foot of Paynter’s Road, 
Farmingdale, N.J. 07727, effective March 
2, 1966. (It supersedes Approval No. 
160.032/160/0 dated Mar. 2, 1961, to show 
change in design.) 

Approval No. 160.032/168/0, Type G- 
105S, gravity davit (formerly Type 60- 
75), approved for a maximum working 
load of 22,000 pounds per set (11,000 
pounds per arm), using 2-part falls; 
Identified by general arrangement dwg. 
D-80661 (Rev. C) dated October 9, 1964, 
or general arrangement dwg. D-80663 
(Rev. B) dated September 2, 1964; ap¬ 
proval limited to installation on follow¬ 
ing vessels: 

Dwg. D-80661 (Rev. C) Avondale Shipyards. 

Inc.: Hull Nos. 1052, 1053, 1054, 1055; 1066, 

1067. 1068. and 1069. 

Dwg. D-80663 (Rev. B) Sun Shipbuilding & 

Dry Dock Co.: HuU Nos. 635, 636, 637, and 

638. 

manufactured by General Bronze Corp., 
Steel Weldments Division, Bedford Park, 
Dl., for Welin Davit and Boat Division 
of Continental Copper & Steel Industries. 
Inc., Perth Amboy. N.J. 08861, effective 
January 27, 1966. (Does not meet 1960 
SOLAS strength requirement for a 10 de¬ 
gree trim of the vessel.) 

LIFEBOATS 

Approval No. 160.035/20/5, 24.0' x 8.0' 
x 3.5' steel, oar-propelled lifeboat, 40- 
person capacity, identified by general ar¬ 
rangement dwg. No. G-2440, Rev. A dated 
15 October 1965, manufactured by C. C. 
Galbraith & Son, Inc., Maple Place and 
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Manchester Avenue, Post Office Box 185, 
Keyport, N.J. 07735, effective March 14, 
1966. (It supersedes Approval No. 
160.035/20/4 dated July 15, 1965.) 

Approval No. 160.035/102/6, 24.0' x 8.0' 
x 3.5' steel, motor-propelled lifeboat 
without radio cabin or searchlight (Class 
1), 37-person capacity, identified by gen¬ 
eral arrangement and construction dwg. 
No. 55-Rr-2425 dated April 21, 1955, and 
revised November 8, 1965, manufactured 
by Lane Lifeboat & Davit Corp., 150 Sulli¬ 
van Street, Brooklyn, N.Y. 11231, effec¬ 
tive March 14, 1966. (It supersedes Ap¬ 
proval No. 160.035/102/5 dated July 9, 
1965.) 

Approval No. 160.035/110/2, 28.0' x 
9.79' x 4.13' steel, motor-propelled life¬ 
boat without radio cabin or searchlight 
(Class 1), 62-person capacity, identified 
by general arrangement dwg. No. 28-001- 
01 dated September 11, 1946, and revised 
January 30, 1966, manufactured by Lane 
Lifeboat & Davit Corp., 150 Sullivan 
Street, Brooklyn, N.Y. 11231, effective 
February 9, 1966. (It supersedes Ap¬ 
proval No. 160.035/110/1 dated June 8, 
1961.) 

Approval No. 160.035/281/2, 26.0' x 
9.0' x 3.83' steel, oar-propelled lifeboat, 
53 -person capacity, identified by general 
arrangement dwg. No. 26-9S dated De¬ 
cember 1, 1965, manufactured by Marine 
Safety Equipment Corp., Foot of Payn- 
ter’s Road, Farmingdale, N.J. 07727, ef¬ 
fective January 21, 1966. (It reinstates 
and supersedes Approval No. 160.035/ 
281/1 which was terminated July 11, 

1965. ) 

Approval No. 160.035/447/0. 26.0' x 
9 .0' x 3.96' aluminum, motor-propelled 
Class 1 lifeboat, 53-person capacity, 
identified by general arrangement dwg. 
No. 28-1G, Rev. A dated January 19, 

1966, manufactured by Marine Safety 
Equipment Corp., Foot of Paynter’s 
Road, Farmingdale. N.J. 07727, effective 
February 9,1966. 

JACKKNIFE (WITH CAN OPENER) 

Approval No. 160.043/1/0, Type S702 
jackknife (with can opener), dwg. No. 
1160 dated August 11, 1950, manufac¬ 
tured by Camillus Cutlery Co., Camillus, 
N.Y. 13031, effective January 18, 1966. 
(It is an extension of Approval No. 
160.043/1/0 dated Jan. 27, 1961.) 

PUMPS, BILGE, LIFEBOAT 

Approval No. 160.044/11/1, size No. 2 
lifeboat bilge pump, identified by master 
dwg. No. E-2450, Rev. B dated December 

15, 1959, manufactured by Blackmer 
Bilge Pump. Grand Rapids, Mich., effec¬ 
tive March 16, 1965. (It is an extension 
of Approval No. 160.044/11/1 dated Mar. 

16, 1960.) 

BUOYANT VESTS, KAPOK OR FIBROUS GLASS, 
ADULT AND CHILD 

Note: Approved for use on motorboats of 
Classes A, 1. or 2 not carrying passengers for 
hire 

Approval No. 160.047/493/0, Type 
Model AK-1, adult kapok buoyant vest, 
U.S.C.G. Specification Subpart 160.047. 
manufactured by Liberty Cork Co., Inc., 
123 Whitehead Avenue, South River, N.J. 
08882, effective January 31, 1966. (It is 


an extension of Approval No. 160.047/ 
493/0 dated Feb. 6, 1961.) 

Approval No. 160.047/494/0, Type I, 
Model CKM-1, child kapok buoyant vest, 
U.S.C.G. Specification Subpart 160.047, 
manufactured by Liberty Cork Co., Inc., 
123 Whitehead Avenue, South River, N.J. 
08882, effective January 31, 1966. (It is 
an extension of Approval No. 160.047/ 
494/0 dated Feb. 6, 1961.) 

Approval No. 160.047/495/0, Type I, 
Model CKS-1, child kapok buoyant vest, 
U.S.C.G. Specification Subpart 160.047, 
manufactured by Liberty Cork Co., Inc., 

123 Whitehead Avenue, South River, N.J. 
08882, effective January 31, 1966. (It is 
an extension of Approval No. 160.047/ 
495/0 dated Feb. 6, 1961.) 

Approval No. 160.047/595/0, Model LG- 
191 “Super-Buoyant” adult kapok buoy¬ 
ant vest, drawing No. 1 and bill of ma¬ 
terials dated December 3, 1965, manu¬ 
factured by Steams Manufacturing Co., 
Division Street at 30th, St. Cloud, Minn. 
56301, effective February 18, 1966. 

BUOYANT CUSHIONS, KAPOK OR 
FIBROUS GLASS 

Approval No. 160.048/5/1, special ap¬ 
proval for 14" x 17" x 2" rectangular 
ribbed-typed kapok buoyant cushions, 
21 -oz. kapok, dwg. No. C-31 dated Sep¬ 
tember 15, 1965, and bill of materials 
dated December 29, 1965, manufactured 
by the American Pad & Textile Co., Tap- 
atco Division, Fairfield, Calif. 94534, ef¬ 
fective January 14. 1966. (It supersedes 
Approval No. 160.048/5/0 dated June 14, 
1963, to show change in specifications.) 

Approval No. 160.048/46/0, group ap¬ 
proval for rectangular and trapezoidal 
kapok buoyant cushions, U.S.C.G. Spec¬ 
ification Subpart 160.048, sizes and 
weights of kapok filling to be as per 
Table 160.048-4 (c) (1) (i), manufactured 
by Billy Boy Products Division, Crotty 
Corp., Quincy, Mich. 49082, Plant: Mont¬ 
gomery. Mich., effective February 28, 
1966. (It is an extension of Approval No. 
160.048/46/0 dated Mar. 6, 1961.) 

Approval No. 160.048/57/0, group ap¬ 
proval for rectangular and trapezoidal 
kapok buoyant cushions, U.S.C.G. Speci¬ 
fication Subpart 160.048, sizes and 
weights of kapok filling to be as per 
Table 160.048-4(c) (1) (i), manufactured 
by Crawford Manufacturing Co., Inc., 3d 
and Decatur Streets, Richmond. Va. 
23212, and 12th and Graham Streets, 
Emporia, Kans. 66801, effective February 
23, 1966. (It is an extension of Approval 
No. 160.048/57/0 dated Mar. 8, 1961.) 

Approval No. 160.048/58/0, group ap¬ 
proval for rectangular and trapezoidal 
kapok buoyant cushions. U.S.C.G. Speci¬ 
fication Subpart 160.048, sizes and 
weights of kapok filling to be as per 
Table 160.048-4(c) (1) (i), manufactured 
by Atlantic-Pacific Manufacturing Corp., 

124 Atlantic Avenue, Brooklyn, N.Y., for 
James Bliss & Co., Inc., 342 Atlantic 
Avenue, Boston, Mass. 02210, effective 
March 6, 1966. (It is an extension of 
Approval No. 160.048/58/0 dated Mar. 6, 
1961.) 

Approval No. 160.048/226/1, special ap¬ 
proval for 14" x 17" x 2" rectangular 
ribbed-type kapok buoyant cushions, 21- 
oz. kapok, dwg. No. 160.048-7(0 dated 


January 6, 1966, manufactured by Buddy 
Schoellkopf Products Inc., 148 Fordyce 
Street, Dallas, Tex. 75207, Plant: 
Mineola, Tex., effective March 7, 1966. 
(It supersedes Approval No. 160.048/226/0 
dated Nov. 7, 1963, to show change in 
specifications and in address.) 

Approval No. 160.048/241/0, special 
approval for 13.25" x 17" x 2" rectangu¬ 
lar ribbed-type kapok buoyant cushions, 
20-oz. kapok, dwg. No. 5001, Rev. 1 dated 
October 30. 1965, and bill of materials 
dated October 30, 1965, manufactured 
by Boyce Manufacturing Co., Acworth, 
Ga. 30101, effective February 8, 1966. 
(It supersedes Approval No. 160.048/ 
241/0 dated Jan. 14,1966, to show correc¬ 
tion.) 


BUOYANT CUSHIONS, UNICELLULAR PLASTIC 
FOAM 

Note: Approved for use on motorboats of 
Classes A. 1, or 2 not carrying passengers 
for hire 


Approval No. 160.049/31/5, special ap¬ 
proval for 20" x 14" x 2y 4 " rectangular 
vinyl-dip-coated unicellular plastic foam 
buoyant cushions, dwg. No. 3, dated Sep¬ 
tember 30. 1965, manufactured by Jones 
& Yandell Division, American Tent Co., 
Post Office Box 270, Canton, Miss. 39046, 
effective March 7, 1966. (It supersedes 
Approval No. 160.049/31/4 dated Sept. 14, 
1962, to show change in specifications.) 


BUOYANT VESTS, UNICELLULAR PLASTIC 
FOAM, ADULT AND CHILD 

Note: Approved for use on motorboats of 
Classes A, 1. or 2 not carrying passengers 
for hire 


Approval No. 160.052/101/2. Type H, 
Model JV-L, adult unicellular plastic 
foam buoyant vest, dwg. JV-L No. 3, 
dated October 1, 1962, and bill of ma¬ 
terials dated January 21, 1966. manu¬ 
factured by Jones & Yandell Division, 
American Tent Co., Post Office Box 270. 
Canton, Miss. 39046. effective March 10, 
1966. (It supersedes Approval No. 
160.052/101/2 dated Oct. 12.1962, to show 
change in specifications.) 

Approval No. 160.052/102/2, Type u, 
Model JV-M, child medium unicellular 
plastic foam buoyant vest. dwg. JV-M.No. 
3 dated September 29, 1962, and bill oi 
materials dated January 21,1966, manu¬ 
factured by Jones & Yandell Division, 
American Tent Co., Post Office Box “ 
Canton. Miss. 39046, effective March io, 
1966. (It supersedes Approval no. 
160.052/102/2 dated Oct. 12,1962. to show 


nge in specifications.) 
pproval No. 160.052/103/2, Type R* 
lei JV-S, child small unicellular plas- 
foam buoyant vest, dwg. JV-S 
id September 29, 1962, and bill o 
erials dated January 21,1966.1 
,ured by Jones & Yandell Division, 
nican Tent Co.. Post Office Box 270, 
ton, Miss. 39046, effective March ie. 


change in specifications.) n 

Approval No. 160.052/131/1. Tyjj® ’ 
Model “A”, adult unicellular pla^ 
foam buoyant vest, dwg. Nos. H * T 
dated March 3. 1961, Rev. 1 dated June 
1 , 1963. and bill of materials dated bep 
tember 29, 1965, manufactured by era 
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ford Manufacturing Co., Inc., 3d and 
Decatur Streets, Richmond, Va. 23212; 
12th and Graham Streets, Emporia, 
Kans. 66801; and 5550 Paramount Boule¬ 
vard, Long Beach, Calif. 90805, effective 
March 16,1966. (It supersedes Approval 
No. 160.052/131/1 dated Nov. 3, 1965, to 
show change in address.) 

Approval No. 160.052/132/1. Type n. 
Model "M”, child medium unicellular 
plastic foam buoyant vest, dwg. Nos. 11 
and 13 dated March 3, 1961, Rev. 1 dated 
June 1, 1963. and bill of materials dated 
September 29, 1965, manufactured by 
Crawford Manufacturing Co., Inc., 3d 
and Decatur Streets, Richmond, Va. 
23212; 12th and Graham Streets, Em¬ 
poria, Kans. 66801; and 5550 Paramount 
Boulevard, Long Beach, Calif. 90805, ef¬ 
fective March 16, 1966. (It supersedes 
Approval No. 160.052/132/1 dated Nov. 
3, 1965, to show change in address.) 

Approval No. 160.052/133/1. Type II, 
Model “S”, child small unicellular plastic 
foam buoyant vest, dwg. Nos. 11 and 14 
dated March 3, 1961, Rev. 1 dated June 
1, 1963, and bill of materials dated Sep¬ 
tember 29, 1965, manufactured by Craw¬ 
ford Manufacturing Co., Inc., 3d and 
Decatur Streets. Richmond, Va. 23212; 
12th and Graham Streets, Emporia, 
Kans. 66801; and 5550 Paramount Boule¬ 
vard, Long Beach, Calif. 90895, effective 
March 16. 1966. (It supersedes Approval 
No. 160.052/133/1 dated Nov. 3, 1965, to 
to show change in address.) 

Approval No. 160.052/150/0, Type II. 
Model “A”, adult unicellular plastic foam 
buoyant vest, dwg. Nos. 11 and 12 dated 
March 3, 1961, Rev. 1 dated June 1, 1963, 
and bill of materials dated September 29, 
1965, manufactured by Crawford Manu¬ 
facturing Co., Inc., 3d and Decatur 
Streets, Richmond, Va. 23212; 12th and 
Graham Streets, Emporia, Kans. 66801; 
and 5550 Paramount Boulevard, Long 
Beach, Calif. 90805, for Montgomery 
Ward & Co.. Inc., 619 West Chicago Ave¬ 
nue, Chicago, Ill. 60610, effective March 
supersedes Approval No. 
160.052/150/0 dated Oct. 11, 1961, to 
show change in address of manufac¬ 
turer.) 


Approval No. 160.052/151/0, Type U 
Model “M”, child medium unicellular 
Piastic foam buoyant vest, dwg. Nos. 11 
and 13 dated March 3, 1961, Rev. 1 dated 
«une 1, 1963, and bill of materials dated 
September 29, 1965, manufactured by 
Crawford Manufacturing Co., Inc., 3d 
o?oin Decatur Streets, Richmond, Va 
4212; 12 th and Graham Streets, Em¬ 
poria, Kans. 66801; and 5550 Paramount 
souievard. Long Beach, Calif. 90805, for 
Montgomery Ward & Co., Inc., 619 West 
Avenue * Chicago, Ill. 60610. ef- 
Ann ve March 16, 1966. (It supersedes 
r ova! No. 160.052/151/0 dated Oct 

manuStm?)^ ChangG in addr6SS 0i 

?°- 1 60.052/152/0, Type II, 
foam h S ’ child small unicellular plastic 
dS^° y l nt vest ’ dw 8. Nos. 11 and 14 
1963 1 ^ 61 ’ R€V * 1 dated June 1. 

ber 2Q i d ^ c U1 of mate rials dated Septem- 
manufactured by Crawford 
°°- In c*. 3d and Decatur 
Gr^^m I l i . Chmond * Va - 23212 : 12th and 
am Streets, Emporia, Kans. 66801; 


and 5550 Paramount Boulevard, Long 
Beach, Calif. 90805, for Montgomery 
Ward & Co., Inc., 619 West Chicago Ave¬ 
nue, Chicago, Ill. 60610, effective March 
16, 1966. (It supersedes Approval No. 
160.052/152/0 dated Oct. 11, 1961, to 
show change in address of manufac¬ 
turer.) 

Approval No. 160.052/246/0, Type II, 
Model 66-L, adult unicellular plastic 
foam buoyant vest, dwg. No. 3 dated 
July 7, 1963, and bill of materials dated 
January 20,1966, manufactured by Jones 
& Yandell Division, American Tent Co., 
Post Office Box 270, Canton, Miss. 39046, 
effective March 10, 1966. (It supersedes 
Approval No. 160.052/246/0 dated Oct. 
8,1963, to show change in specifications.) 

Approval No. 160.052/247/0, Type n, 
Model 66-M, child medium unicellular 
plastic foam buoyant vest, dwg. No. 2, 
dated July 7, 1963, and bill of materials 
dated January 20, 1966, manufactured by 
Jones & Yandell Division, American Tent 
Co., Post Office Box 270, Canton, Miss. 
39046, effective March 10. 1966. (It 
supersedes Approval No. 160.052/247/0 
dated Oct. 8, 1963, to show change in 
specifications.) 

Approval No. 160.052/248/0, Type n, 
Model 66-S. child small unicellular plas¬ 
tic foam buoyant vest, dwg. No. 1 dated 
July 7, 1963, and bill of materials dated 
January 20, 1966, manufactured by Jones 
& Yandell Division, American Tent Co., 
Post Office Box 270, Canton, Miss. 39046, 
effective March 10, 1966. (It supersedes 
Approval No. 160.052/248/0 dated Oct. 8, 
1963, to show change in specifications.) 

Approval No. 160.052/251/0, Type II, 
Model 57008, child small vinyl-dip coated 
unicellular plastic foam buoyant vest, 
Hawthorn dwg. No. CS-1, Rev. 1 dated 
November 26, 1963, and bill of materials 
dated October 25, 1965, manufactured by 
Hawthorn Co., New Haven, Mo. 63068, 
for Sears, Roebuck & Co.. 925 South 
Homan Avenue, Chicago. Ill. 60607, ef¬ 
fective November 29, 1965. (It super¬ 
sedes Approval No. 160.052/251/0 dated 
Nov. 29, 1963, to show change in specifi¬ 
cation.) 

Approval No. 160.052/286/0, Type n, 
Model NP, adult unicellular plastic foam 
buoyant vest, dwg. Nos. 21 and 22, Rev. 
1 dated June 24, 1963, and bill of ma¬ 
terials dated October 1, 1965, manufac¬ 
tured by Noble Products Co., Caldwell, 
Ohio 43724, effective January 14, 1966. 
(It supersedes Approval No. 160.052/286/0 
dated Mar. 4, 1964, to show change in 
specifications.) 

Approval No. 160.052/287/0, Type II, 
Model MP, child medium unicellular 
plastic foam buoyant vest, dwg. Nos. 21 
and 23, Rev. 1 dated June 24, 1963, and 
bill of materials dated October 1, 1965, 
manufactured by Noble Products Co., 
Caldwell, Ohio 43724, effective January 
14, 1966. (It supersedes Approval No. 
160.052/287/0 dated Mar. 4, 1964, to show 
change in specifications.) 

Approval No. 160.052/288/0, Type n, 
Model OP, child small unicellular plastic 
foam buoyant vest, dwg. Nos. 21 and 24, 
Rev. 1 dated June 24, 1963, and bill of 
materials dated October 1, 1965. manu¬ 
factured by Noble Products Co., Cald¬ 
well, Ohio 43724, effective January 14, 


1966. (It supersedes Approval No. 160.- 
052/288/0 dated Mar. 4, 1964, to show 
change in specifications.) 

Approval No. 160.052/313/0. Type n, 
Model LVA-300, adult, molded vinyl- 
dipped unicellular plastic foam buoyant 
vest, dwg. No. 5581-D, Rev. 2 dated Oc¬ 
tober 25, 1965, manufactured by Carlon 
Rubber Products Co., 1 New Haven Ave¬ 
nue, Derby Conn. 06418, effective Janu¬ 
ary 24, 1966. (It supersedes Approval 
No. 160.052/313/0 dated Apr. 23, 1965, 
to show change in specifications.) 

Approval No. 160.052/314/0, Type II, 
Model LVCM-200, child medium, molded 
vinyl-dipped unicellular plastic foam 
buoyant vest, dwg. No. 5622-B, Rev. 2 
dated October 28, 1965, manufactured by 
Carlon Rubber Products Co.. 1 New 
Haven Avenue, Derby, Conn. 06418, ef¬ 
fective January 24, 1966. (It supersedes 
Approval No. 160.052/314/0 dated Apr. 
23, 1965, to show change in specifica¬ 
tions.) 

Approval No. 160.052/315/0. Type II. 
Model LVCS-100, child small, molded 
vinyl-dipped unicellular plastic foam 
buoyant vest, dwg. No. 5623-B, revision 
2 dated October 28, 1965, manufactured 
by Carlon Rubber Products Co., 1 New 
Haven Avenue, Derby, Conn. 06418, effec¬ 
tive January 24, 1966. (It supersedes 
Approval No. 160.052/315/0 dated Apr. 
23, 1965, to show change in specifica¬ 
tions.) 

Approval No. 160.052/325/0, Type II, 
Model LVA-300, adult molded vinyl- 
dipped unicellular plastic foam buoyant 
vest, Carlon dwg. No. 5581-D, Rev. 2 
dated October 25, 1965, manufactured by 
Carlon Rubber Products, 1 New Haven 
Avenue, Derby. Conn. 06418, for Acme 
Products, Inc., 307 Racebrook Road, Or¬ 
ange, Conn. 06477, effective January 14, 
1966. 

WORK VESTS, UNICELLULAR PLASTIC FOAM 

Approval No. 160.053/7/1, unicellular 
plastic foam work vest as per military 
specification MIL-17653A, U.S.C. Speci¬ 
fication Subpart 160.053, dwg. No. 21975 
dated August 6,1965, and dwg. No. 8211-2 
dated December 15, 1965, manufac¬ 
tured by Atlantic-Pacific Manufactur¬ 
ing Corp., 124 Atlantic Avenue, Brooklyn, 
N.Y. 11201, effective March 10, 1966. 
(It supersedes Approval No. 160.053/7/1 
dated Aug. 20, 1965, to show alternate 
construction.) 

Approval No. 160.053/8/1, unicellular 
plastic foam work vests, as per Military 
Specification MIL-L-17653A or MIL-L- 
17653B, U.S.C.G. Specification Subpart 
160.053, and the special provisions of 
Corps of Engineers Invitation No. 
CIVENG-46-022-66-72, manufactured by 
The Safegard Corp., 930 York Street, Box 
14037, Post Office Annex, Cincinnati, 
Ohio 45214, effective March 4, 1966. (It 
supersedes Approval No. 160.053/8/0 
dated Apr. 1, 1964, to show change in 
construction.) 

DESALTER KITS 

Approval No. 160.058/3/0, desalter kit. 
sea water; cylindrical container and con¬ 
tents identified by dwg. B-0010, dated 
October 20, 1965, and bill of materials 
(sheets 1 to 5), dated December 13, 1965. 
manufactured by Ionac Chemical Co., 


FEDERAL REGISTER, VOL. 31, NO. 174—THURSDAY, SEPTEMBER 8, 1966 





11766 


NOTICES 


Birmingham Road, Birmingham, N.J. 
08011, effective February 16. 1966. 

PROTECTING COVER FOR LIFEBOATS 

Approval No. 160.065/1/0, “Gentex 
Catenary Lifeboat Cover/* Type I, pro¬ 
tecting cover for the occupants of all 
types of aluminum, steel and fibrous glass 
reinforced plastic (FRP) lifeboats, for 
lengths of 16' through 37' lifeboats, 
identified by general arrangement dwg. 
No. 65H1544, dated June 18, 1965, manu¬ 
factured by Gentex Corp.. Carbondale, 
Pa., effective January 10, 1966. (Modi¬ 
fications to the cover and supports may 
be necessary in the case of some motor- 
propelled lifeboats equipped with verti¬ 
cal (dry) exhaust lines, radio cabins and 
antenna masts.) 

SAFETY VALVES (POWER BOILERS) 

Approval No. 162.001/262/0, Type 1910 
GC consolidated safety relief valve, dwg. 
1900G, approved for 300-lb. ASA pressure 
temperature ratings with a maximum 
temperature of 450° F.. manufactured by 
Manning, Maxwell & Moore, Inc., Post 
Office Box 1430, Alexandria, La., effec¬ 
tive January 18, 1966. 

RELIEF VALVES (HOT WATER HEATING 
BOILERS) 

Approval No. 162.013/8/1, Type No. 
D175 dual unit relief valve for hot water 
heating boiler, relieving capacity 175,000 
B.t.u. per hour at a maximum set pressure 
of 30 p.s.1., dwg. No. RRP2-14. dated 
November 10, 1955, approved for %" in¬ 
let size, manufactured by Bell & Gossett 
Co., 8200 North Austin Avenue, Morton 
Grove, HI., effective February 16, 1966. 
(It is an extension of Approval No. 
162.013/8/1 dated Mar. 10,1961.) 

Approval No. 162.013/9/1, Type No. 
D250 dual unit relief valve for hot water 
heating boiler, relieving capacity 250,000 
B.t.u. per hour at a maximum set pres¬ 
sure of 30 p.s.i., dwg. No. RRP2-14, dated 
November 10, 1955, approved for in¬ 
let size, manufactured by Bell & Gossett 
Co., 8200 North Austin Avenue, Morton 
Grove, Ill., effective February 16, 1966. 
(It is an extension of Approval No. 
162.013/9/1 dated Mar. 10, 1961.) 

Approval No. 162.013/31/0, Type No. 
3300 relief valve for hot water heating 
boiler, relieving capacity 3,300,000 B.t.u. 
per hour at a maximum set pressure of 
30 p.s.i„ dwg. No. RA-25, dated January 
27, 1955, approved for 1*4" inlet size, 
manufactured by Bell & Gossett Co., 8200 
North Austin Avenue, Morton Grove, HI., 
effective February 16, 1966. (It is an 
extension of Approval No. 162.013/31/0 
dated Mar. 10, 1961.) 

Approval No. 162.013/32/0, Type No. 
3300-15 relief valve for hot water heat¬ 
ing boiler, relieving capacity 2,000,000 
B.t.u. per hour at a maximum set pressure 
of 15 p.s.i., dwg. No. RA-25, dated Jan¬ 
uary 27, 1955, approved for 1*4" inlet 
size, manufactured by Bell & Gossett Co., 
8200 North Austin Avenue, Morton Grove, 
HI., effective February 16, 1966. (It is 
an extension of Approval No. 162.013/ 
32/0 dated Mar. 10. 1961.) 

Approval No. 162.013/33/0, Type No. 
4100 relief valve for hot water heating 


boiler, relieving capacity. 4,100,000 
B.t.u. per hour at a maximum set pres¬ 
sure of 30 p.s.i„ dwg. No. RA-26, dated 
January 13, 1955, approved for 2" inlet 
size, manufactured by Bell & Gossett 
Co., 8200 North Austin Avenue, Morton 
Grove, HI., effective February 16, 1966. 
(It is an extension of Approval No. 
162.013/33/0 dated Mar. 10, 1961.) 

Approval No. 162.013/34/0, Type No. 
4100-15 relief valve for hot water heating 
boiler, relieving capacity 2,500,000 B.t.u. 
per hour at a maximum set pressure of 
15 p.s.i., dwg. No. RA-26, dated January 
13,1955, approved for 2" inlet size, man¬ 
ufactured by Bell & Gossett Co., 8200 
North Austin Avenue, Morton Grove, HI., 
effective February 16, 1966. (It is an 
extension of Approval No. 162.013/34/0 
dated Mar. 10. 1961.) 

FLAME ARRESTERS FOR TANK VESSELS 

Approval No. 162.016/30/1, Oceco Type 
E-21-B flame arrester, cast iron body, 
extensible bank assembly, aluminum 
arrester plates, bolted end covers, dwg. 
No. HOC-195-A, revised November 10, 
1950, approved for sizes 3". 4", 6", 8", 
and 10", manufactured by The Johnston 
& Jennings Co., 4700 West Division 
Street, Chicago, HI., effective January 18, 
1966. (It is an extension of Approval 
No. 162.016/30/1 dated Jan. 27, 1961.) 

SAFETY RELIEF VALVES. 

LIQUEFIED COMPRESSED GAS 


liquefied compressed gas service, dwg. 
HV-209 dated December 14, 1965, ap¬ 
proved for inlet diameters of l*/ 2 inch 
through 6 inches inclusive, for a maxi¬ 
mum set pressure of 275 p.s.i. for orifices 
F, G, H, J, K, L, M, N, and P; 165 p.sJ. 
for orifice Q; and 100 ps.i. for orifice R. 
with a maximum temperature of 450* F.. 
manufactured by Crosby Valve & Gage 
Co.. Wrentham, Mass., effective January 
21, 1966. 

Approval No. 162.018/61/0, Crosby 
Style JB-26 safety relief valve for lique¬ 
fied compressed gas service, dwg. HV-208 
dated December 14, 1965, approved for 
inlet diameters of V/z inch through 6 
inches inclusive, for a maximum set pres¬ 
sure of 92 p.s.i., with a maximum tem¬ 
perature of 800* F., manufactured by 
Crosby Valve & Gage Co., Wrentham, 
Mass., effective January 21, 1966. 

Approval No. 162.018/62/0, Crosby 
Style JB-26-3 safety relief valve for com¬ 
pressed gas service, dwg. HV-210 dated 
December 14, 1965, approved for inlet 
diameters of 1^2 inch through 6 inches 
for a maximum set pressure of 275 p.sJ. 
for orifices F, G, H. J, K, L, M, N, and 
P; 165 p.s.i. for orifice Q; and 100 p.sJ. 
for orifice R, with a maximum tempera¬ 
ture of 800° F., manufactured by Crosby 
Valve & Gage Co., Wrentham, Mass., 
effective January 21, 1966. 

GAUGING DEVICES, LIQUID LEVEL, LIQUEFIED 
COMPRESSED GAS 


Approval No. 162.018/32/2, Style JO- 
25 safety relief valve for liquefied petro¬ 
leum gas and anhydrous ammonia serv¬ 
ice, full nozzle type metal to metal seat, 
150 pjs.i. primary service pressure rating, 
dwg. No. HV-60 dated September 3,1954, 
revised December 30, 1965, approved for 
inlet diameters of 1 inch through 6 inches 
for a maximum set pressure of 300 p.s.i.g., 
manufactured by Crosby Valve & Gage 
Co., Wrentham, Mass., effective January 
21, 1966. (It supersedes Approval No. 
162.018/32/1 dated June 21,1965, to show 
change in construction.) 

Approval No. 162.018/33/2, Style JO- 
35 safety relief valve for liquefied petro¬ 
leum gas and anhydrous ammonia serv¬ 
ice, full nozzle type metal to metal seat, 
300 p.s.i. primary service pressure rating, 
dwg. No. HV-61 dated September 3, 1954, 
revised January 3, 1966, approved for in¬ 
let diameters of 1 inch through 6 inches 
for a maximum set pressure of 300 p.sJ.g., 
manufactured by Crosby Valve & Gage 
Co.. Wrentham, Mass., effective January 
21, 1966. (It supersedes Approval No. 
162.018/33/1 dated June 21,1965, to show 
change in construction.) 

Approval No. 162.018/59/0, Crosby 
Style JB-25 safety relief valve for lique¬ 
fied compressed gas service, dwg. No. HV- 
207 dated December 14, 1965, approved 
for inlet diameters of V/z inch through 
6 inches for a maximum set pressure of 
165 p.s.i. for orifices F, G, H, J, K, L, M, 
N, P, and Q, and a maximum set pressure 
of 100 p.s.i. for orifice R, with a maximum 
temperature of 450’ F., manufactured by 
Crosby Valve & Gage Co., Wrentham, 
Mass., effective January 21,1966. 

Approval No. 162.018/60/0, Crosby 
Style JB-25-3 safety relief valve for 


Approval No. 162.019/2/4, No. 62B 
(Modification W4) MGM and No. 62B 
(Modification W4) /SS MGM liquid level 
gauge for liquefied compressed gas serv¬ 
ice, dwg. No. 107, manufactured by Metal 
Goods Manufacturing Co., 110 South 
Park Avenue, Bartlesville, Okla., effective 
February 28, 1966. (It supersedes Ap¬ 
proval No. 162.019/2/3 dated July 26, 
1961.) 

Approval No. 162.019/7/1, Model Nos. 
60D and 60D/SS liquid level gauge for 
compressed gas service, dwg. No. 176. 
manufactured by Metal Goods Manufac¬ 
turing Co., 110 South Park Avenue. 
Bartlesville. Okla., effective February 28, 
1966. (It supersedes Approval No. 162.- 
019/7/0 dated Dec. 4. 1961.) 

Approval No. 162.019/26/2, No. 175 
MGM liquid level gauge for liquefied 
compressed gas service, dwg. No. 183, 
manufactured by Metal Goods Manufac¬ 
turing Co.. 110 South Park Avenue, 
Bartlesville. Okla., effective February 28. 
1966. (It supersedes Approval No. 16-.- 
019/26/1 dated July 26, 1961.) 

BOILERS, AUXILIARY, AUTOMATICALLY CON¬ 
TROLLED PACKAGED 


Approval No. 162.026/6/0, Clayton 
steam generator, Model RO-1650, light 
>11 fired (fuel oil no heavier than stano* 
ird No. 2, gravity 30-48 API at 60 » 

maximum operating pressure 150 ps •, 
57.3 boiler horsepower, manufactured oy 
Clayton Manufacturing Co., Post omce 
Box 550, El Monte. Calif., effective Febru¬ 
ary 9. 1966. (Plans approved Apr 1 *. 
1965; performance test completed bep • 
24, 1965.) (It supersedes Approval*©. 
162.026/6/0 dated Feb. 8, 1966, to sho 
correction in description.) 
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backfire flame control, gasoline en¬ 
gines; FLAME ARRESTERS, FOR MERCHANT 
VESSELS AND MOTORBOATS 

Approval No. 162.041/19/0, Fisher 
Model 1100 backfire flame arrester, dwg. 
No. 1100 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road. 
Troy, Mich., effective February 9, 1966. 

Approval No. 162.041/20/0, Fisher 
Model 1125 backfire flame arrester, dwg. 
No. 1125 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp.. 1625 West Maple Road, 
Troy, Mich., effective February 9, 1966. 

Approval No. 162.041/21/0, Fisher 
Model 1150 backfire flame arrester, dwg. 
No. 1150 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 9, 1966. 

Approval No. 162.041/22/0, Fisher 
Model 1175 backfire flame arrester dwg. 
No. 1175 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 9. 1966. 

Approval No. 162.041/23/0, Fisher 
Model 2100 backfire flame arrester, dwg. 
No. 2100 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 9, 1966. 

Approval No. 162.041/24/0, Fisher 
Model 2125 backfire flame arrester, dwg. 
No. 2125 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 9, 1966. 

Approval No. 162.041/25/0, Fisher 
Model 2150 backfire flame arrester, dwg. 
No. 2150 dated December 17, 1965, mate¬ 
rial stainless steel only, manufactured by 
Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 9, 1966. 

Approval No. 162.041/26/0, Fisher 
Model 2175 backfire flame arrester, dwg. 
No 2175 dated December 17, 1965. mate¬ 
rial stainless steel only, manufactured 
oy Fisher Corp., 1625 West Maple Road, 
iroy, Mich., effective February 9. 1966. 

Approval No. 162.041/27/0, Fisher 
Model 3125 backfire flame arrester, dwg. 
no. 3125 dated December 17, 1965, mate- 
k a U st 1 all ^ ess steel only, manufactured 
oy Fisher Corp., 1625 West Maple Road, 
A roy. Mich., effective February 9, 1966. 

approval No. 162.041/28/0, Fisher 
N^oJen 150 backfire flame arrester, dwg. 
Hoi *° t dated Member 17. 1965, mate- 
hvw u Idess steel only, manufactured 
Corp., 1625 West Maple Road, 
1T ?y* Mich., effective January 9, 1966. 

No. 162.041/29/0, Fisher 
No d ioa 1 ? 0 backfire flame arrester, dwg. 
ri^i of 00 * d , ated December 17. 1965, mate- 
bv pfiif Jn ^ ss steel only, manufactured 

TVnv x£ r 5 0rp -’ 1625 West Ma P le Road, 
An, 1 ?-' elective February 10. 1966. 
Mod P » . No ‘ 162.041/30/0, Fisher 
No 4 ioV!* 5 backflre flame arrester, dwg. 
riai 4 ^ 5 w?i at€d December 17. 1965, mate- 
steel onl y. manufactured 
Trov xx\ 1625 West Maple Road, 

ADnmvi? M * ffectlve February 10, 1966. 
Mo i^ r ^ val No - 162.041/31/0, Fisher 

No 41 ^° backfire flame arrester, dwg. 

150 dated December 17, 1965, mate¬ 


rial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 10, 1966. 

Approval No. 162.041/32/0, Fisher 
Model 4175 backfire flame arrester, dwg. 
No. 4175 dated December 17, 1965, mate¬ 
rial stainless steel only, manufactured 
by Fisher Corp.. 1625 West Maple Road, 
Troy, Mich., effective February 10, 1966. 

Approval No. 162.041/33/0, Fisher 
Model 4200 backfire flame arrester, dwg. 
No. 4200 dated December 17, 1965, mate¬ 
rial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 10, 1966. 

Approval No. 162.041/34/0, Fisher 
Model 4250 backfire flame arrester, dwg. 
No. 4250 dated December 17, 1965, mate¬ 
rial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 10, 1966. 

Approval No. 162.041/35/0, Fisher 
Model 5100 backfire flame arrester, dwg. 
No. 5100 dated December 17, 1965, mate¬ 
rial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 10, 1966. 

Approval No. 162.041/36/0, Fisher 
Model 5125 backfire flame arrester, dwg. 
No. 5125 dated December 17, 1965, mate¬ 
rial stainless steel only, manufactured 
by Fisher Corp.. 1625 West Maple Road, 
Troy, Mich., effective February 10, 1966. 

Approval No. 162.041/37/0, Fisher 
Model 5150 backfire flame arrester, dwg. 
No. 5150 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy. Mich., effective February 10. 1966. 

Approval No. 162.041/38/0, Fisher 
Model 5175 backfire flame arrester, dwg. 
No. 5175 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road. 
Troy, Mich., effective February 10, 1966. 

Approval No. 162.041/39/0, Fisher 
Model 5200 backfire flame arrester, dwg. 
No. 5200 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 10, 1966. 

Approval No. 162.041/40/0, Fisher 
Model 5250 backfire flame arrester, dwg. 
No. 5250 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp.. 1625 West Maple Road, 
Troy, Mich., effective February 10, 1966. 

Approval No. 162.041/41/0, Fisher 
Model 6100 backfire flame arrester, dwg. 
No. 6100 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 10, 1966. 

Approval No. 162.041/42/0, Fisher 
Model 6125 backfire flame arrester, dwg. 
No. 6125 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 10. 1966. 

Approval No. 162.041/43/0, Fisher 
Model 6150 backfire flame arrester, dwg. 
No. 6150 dated December 17, 1965, ma¬ 
terial stainless steel only, manufactured 
by Fisher Corp., 1625 West Maple Road, 
Troy, Mich., effective February 10, 1966. 

Approval No. 162.041/45/0, Bendix 
Model B175-23 backfire flame arrester, 
Bendix dwg. B175-23 dated April 7, 1965, 
manufactured by Bendix Corp., Zenith 


Carburetor Division, 696 Hart Avenue, 
Detroit, Mich. 48214, effective January 
31. 1966. 

Approval No. 162.041/46/0, Bendix 
Model B175-24 backfire flame arrester, 
Bendix dwg. B175-24 dated April 24, 1963. 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue. 
Detroit, Mich. 48214, effective January 
31, 1966. 

Approval No. 162.041/47/0, Bendix 
Model B175-25 backfire flame arrester, 
Bendix dwg. B175-25 dated April 24,1963, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
Detroit, Mich. 48214, effective January 
31, 1966. 

Approval No. 162.041/48/0. Bendix 
Model B175-29 backfire flame arrester, 
Bendix dwg. B175-29 dated February 17, 
1964, manufactured by Bendix Corp., 

Zenith Carburetor Division, 696 Hart 
Avenue, Detroit. Mich. 48214, effective 
January 31,1966. 

Approval No. 162.041/49/0, Bendix 
Model B175-30 backfire flame arrester, 
Bendix dwg. B175-30 dated February 17. 
1964, manufactured by Bendix Corp., 

Zenith Carburetor Division, 696 Hart 
Avenue, Detroit, Mich. 48214, effective 
January 31,1966. 

Approval No. 162.041/50/0, Bendix 
Model B175-31 backfire flame arrester. 
Bendix dwg. B175-31 dated February 17, 
1964, manufactured by Bendix Corp., 

Zenith Carburetor Division, 696 Hart 
Avenue. Detroit, Mich. 48214, effective 
January 31,1966. 

Approval No. 162.041/51/0, Bendix 
Model B175-32 backfire flame arrester, 
Bendix dwg. B175-32 dated March 5, 

1964, manufactured by Bendix Corp., 

Zenith Carburetor Division, 696 Hart 
Avenue, Detroit. Mich. 48214, effective 
January 31, 1966. 

Approval No. 162.041/52/0, Bendix 
Model B175-22A backfire flame arrester, 
Bendix dwg. B175-22A dated January 
4, 1966, manufactured by Bendix Corp.. 
Zenith Carburetor Division, 696 Hart 
Avenue, Detroit. Mich. 48214, effective 
January 31, 1966. 

Approval No. 162.041/53/0, Bendix 
Model B175-23A backfire flame arrester, 
Bendix dwg. B175-23A dated January 4, 

1965, manufactured by Bendix Corp.. 
Zenith Carburetor Division, 696 Hart- 
Avenue, Detroit. Mich. 48214, effective 
January 31, 1966. 

Approval No. 162.041/54/0, Bendix 
Model B175-24A backfire flame arrester, 
dwg. B175-24A dated January 4, 1966. 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue. 
Detroit, Mich. 48214, effective January 
31, 1966. 

Approval No. 162.041/55/0, Bendix 
Model B175-25A backfire flame arrester, 
dwg. B175-25A dated January 4, 1966, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
Detroit, Mich. 48214, effective February 
2, 1966. 

Approval No. 162.041/56/0. Bendix 
Model B175-26A backfire flame arrester, 
dwg. B175-26A dated January 5, 1966, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
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Detroit* Mich. 48214, effective February 
2. 1966. 

Approval No. 162.041/57/0, Bendix 
Model B175-27A backfire flame arrester, 
dwg. B175-27A dated January 5, 1966, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
Detroit, Mich. 48214, effective February 

2,1966. 

Approval No. 162.041/58/0, Model 
B175-28A backfire flame arrester, dwg. 
B175-28A dated January 5. 1966, manu¬ 
factured by Bendix Corp.. Zenith Car¬ 
buretor Division, 696 Hart Avenue. 
Detroit, Mich. 48214, effective February 

2,1966. 

Approval No. 162.041/59/0, Bendix 
Model B175-29A backfire flame arrester, 
dwg. B175-29A dated January 4. 1966, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
Detroit. Mich. 48214, effective February 

2.1966. 

Approval No. 162.041/60/0, Bendix 
Model B175-30A backfire flame arrester, 
dwg. B175-30A dated January 4, 1966, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
Detroit. Mich. 48214, effective February 

2.1966. 

Approval No. 162.041/61/0, Bendix 
Model B175-31A backfire flame arrester, 
dwg. B175-31A dated January 4. 1966, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
Detroit. Mich. 48214, effective February 

2.1966. 

Approval No. 162.041/62/0, Bendix 
Model B175-32A backfire flame arrester, 
dwg. B175-32A dated January 4, 1966, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue. 
Detroit, Mich. 48214, effective February 

2.1966. 

Approval No. 162.041/63/0, Bendix 
Model B175-33A backfire flame arrester, 
dwg. B175-33A dated January 5. 1966. 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue. 
Detroit, Mich. 48214, effective February 

2.1966. 

Approval No. 162.041/64/0, Bendix 
Model C175-11 backfire flame arrester, 
dwg. C175-11 dated January 6. 1966, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
Detroit, Mich. 48214, effective February 
2, 1966. 

Approval No. 162.041/65/0, Bendix 
Model C175-11A backfire flame arrester, 
drawing C175-11A dated January 6, 
1966, manufactured by Bendix Corp., 
Zenith Carburetor Division. 696 Hart 
Avenue, Detroit, Mich. 48214, effective 
February 2, 1966. 

Approval No. 162.041/66/0, Bendix 
Model Cl75-35 backfire flame arrester, 
dwg. C175-35 dated January 10, 1966, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
Detroit, Mich. 48214, effective February 
2, 1966. 

Approval No. 162.041/67/0, Bendix 
Model B175-38 backfire flame arrester, 
Bendix dwg. B175-38 dated December 8, 
1965, manufactured by Bendix Corp., 
Zenith Carburetor Division. 696 Hart 
Avenue, Detroit, Mich. 48214, effective 
February 2,1966. 


Approval No. 162.041/71/0, Bendix 
Model B175-34 backfire flame arrester, 
dwg. B175-34 dated August 3. 1964, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
Detroit, Mich. 48214, effective February 

2,1966. 

Approval No. 162.041/72/0, Bendix 
Model B175-37 backfire flame arrester, 
Bendix dwg. B175-37 dated May 26. 1965. 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
Detroit. Mich. 48214, effective February 
2, 1966. 

Approval No. 162.041/73/0, Bendix 
Model B175-34A backfire flame arrester, 
dwg. B175-34A dated January 7, 1966. 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue. 
Detroit, Mich. 48214, effective Febru¬ 
ary 2, 1966. 

Approval No. 162.041/74/0, Bendix 
Model B175-36A backfire flame arrester, 
dwg. B175-36A dated January 7, 1966, 
manufactured by Bendix Corp., Zenith 
Carburetor Division. 696 Hart Avenue. 
Detroit, Mich. 48214, effective February 
2. 1966. 

Approval No. 162.041/75/0, Bendix 
Model B175-37A backfire flame arrester, 
dwg. B175-37A dated January 7. 1966, 
manufactured by Bendix Corp., Zenith 
Carburetor Division, 696 Hart Avenue, 
Detroit, Mich. 48214, effective February 
2, 1966. 

Approval No. 162.041/76/0. Fisher 
Model 3100 backfire flame arrester, dwg. 
No. 3100 dated January 7, 1966. manu¬ 
factured by Fisher Corp., 1625 West 
Maple Road, Troy, Mich., effective 
February 10, 1966. 

Approval No. 162.041/77/0, Palmer 
Model 7336 backfire flame arrester. Pal¬ 
mer assembly dwg. No. 7336, manufac¬ 
tured by the Palmer Engine Co.. Cos 
Cob, Conn., effective March 7, 1966. 

Approval No. 162.041/78/0, Air-Maze 
No. 2 Unimaze backfire flame arrester, 
Air-Maze dwgs. A17853-C, A17853-G 
and A17853—F, manufactured by Air- 
Maze Division, Rockwell-Standard Corp., 
25000 Miles Road, Cleveland, Ohio, 
effective March 10, 1966. 

Approval No. 162.041/79/0, Air-Maze 
No. 4 Unimaze backfire flame arrester, 
Air-Maze dwgs. A17854-C. A17854-G 
and A17854-F. manufactured by Air- 
Maze Division, Rockwell-Standard Corp., 
25000 Miles Road, Cleveland, Ohio, 
effective March 10, 1966. 

INCOMBUSTIBLE MATERIALS 

Approval No. 164.009/88/1, “American 
Bestoglas" woven combination Grade 
AAA asbestos and fibrous glass (2.5 per¬ 
cent lubricant or less) cloth type in¬ 
combustible material identical to that 
described in American Asbestos Textile 
Corp. letters dated 9 and 17 September 
1965, approved in weights of */ 2 through 
2 V 2 pounds/square yard, manufactured 
by American Asbestos Textile Corp., 1032 
Stanbridge Street, Norristown. Pa. 19404, 
Plant: Meredith, N.H., effective February 
23, 1966. (It supersedes Approval No. 
164.009/88/0 dated Jan. 24, 1966, to 
show change in address.) 

Approval No. 164.009/90/0, “Insul- 
Coustic SeeGee Adhesive I-C 292" com¬ 


position type incombustible material 
identical to that described in National 
Bureau of Standards Test Report No. 
TG10210-2131 :FR3666 dated February 
24, 1966, and Insul-Coustic letter dated 
January 14, 1966, manufactured by 

Insul-Coustic Division. Birma Produc¬ 
tion Corp., Jernee Mill Road, Sayreville, 
N.J. 08872. effective March 10, 1966. 

Approval No. 164.009/91/0, “Insul- 
Coustic SeeGee Coating I-C 596*’ com¬ 
position type incombustible material 
identical to that described in National 
Bureau of Standards Test Report No. 
TG10210-2131 :FR3666 dated February 
24, 1966. and Insul-Coustic letter dated 
January 14,1966. manufactured by Insul- 
Coustic Division, Birma Production 
Corp., Jernee Mill Road, Sayreville, N.J. 
08872, effective March 10, 1966. 

Part II —Terminations of Approvals or 
Equipment, Installations, or Materials 

LIFE PRESERVERS, KAPOK, ADULT AND CHILD 
(JACKET TYPE) MODELS 3 AND 5 

The Badgley Manufacturing Co.. 2637 
Northeast Union, Portland, Oreg. 97211, 
Approval Nos. 160.002/92/0 and 160.002/ 
93/0 for certain kapok life preservers 
have expired and are therefore ter¬ 
minated, effective January 13. 1966. 

BUOYS, LIFE, RING, CORK OR BALSA WOOD 

The American Pad & Textile Co., 511 
North Solomon Street, New Orleans, La. 
70119, no longer manufactures a particu¬ 
lar cork ring life buoy and Approval No. 
160.009/33/0 was therefore terminated, 
effective January 25, 1966. 


BUOYANT APPARATUS 

The Welin Davit and Boat Division of 
Continental Copper & Steel Industries, 
Inc., Perth Amboy, N.J., no longer manu¬ 
factures a particular buoyant apparatus 
and Approval No. 160.010/13/2 was there¬ 
fore terminated, effective January 12, 
1966. 

WINCHES. LIFEBOAT 

The Welin Davit and Boat Division of 
Continental Copper & Steel Industries, 
Inc., Perth Amboy, N.J., Approval Nos. 
160.015/26/2 and 160.015/27/2 for cer¬ 
tain lifeboat winches have expired and 
are therefore terminated, effective March 

24.1966. 

LIFERAFTS 

The Welin Davit and Boat Division of 
Continental Copper & Steel Industries, 
Inc., Perth Amboy, N.J., no longer manu¬ 
factures a particular liferaft and Ap¬ 
proval No. 160.018/18/0 was therefore 
terminated, effective January 18, uoo- 


DAVITS 

The Marine Safety Equipment Cott*)' 
.tion. Point Pleasant Beach. N.J., ap- 
•oval No. 160.032/149/0 for a certain 
echanical davit has expired and js 
lerefore terminated, effective M 
1966. 

MECHANICAL DISENGAGING APPARATUS, 
LIFEBOAT 

The Limn Laminates. Inc., Straight 
1 th Road. Wyandanch, Lons ’ 

.Y., no longer manufactures a par 
r releasing gear and Approva 
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160.033/57/1 was therefore terminated, 
effective January 18, 1966. 

LIFEBOATS 

The Welin Davit and Boat Division of 
Continental Copper & Steel Industries, 
Inc.. Perth Amboy, N.J., no longer manu¬ 
factures a particular lifeboat and Ap¬ 
proval No. 160.035/418/0 was therefore 
terminated, effective January 25, 1966. 

BUOYANT CUSHIONS, KAPOK OR FIBROUS 
CLASS 

Note: Approved for use on motorboats of 
Classes A, 1, or 2 not carrying passengers for 

hire 

The Holiday Line, Inc., 50 Washington 
Street. Brooklyn, N.Y., 11201 Approval 
No. 160.048/28/0 for a particular kapok 
buoyant cushion has expired and is 
therefore terminated, effective January 
4. 1966. 

The Montgomery Ward & Co., Inc., 619 
West Chicago Avenue, Chicago, Ill. 60610, 
approvals for kapok buoyant cushions 
have expired and therefore Approval Nos. 
160.048/39/0 and 160.048/49/0 are ter¬ 
minated, effective December 20, 1965. 

The Chris-Craft Corp., Algonac, Mich., 
approval for a kapok buoyant cushion 
has expired and therefore Approval No. 
160.048/63/0 was terminated, effective 
March 10,1966. 

Tlie Boston Camping Distributor Co., 
Inc., 150 Oliver Street, Boston, Mass., no 
longer manufactures a particular kapok 
buoyant cushion and Approval No. 160.- 
048/64/0 was therefore terminated, ef¬ 
fective January 17, 1966. 

The Style-Crafters, Inc., Box 3277, 
Station A, Greenville, S.C., Approval No. 
160.048/223/0 for a particular kapok 
buoyant cushion was terminated due to 
change in specifications, effective Janu¬ 
ary 27, 1966. 

BUOYANT CUSHIONS, UNICELLULAR PLASTIC 
FOAM 

Note: Approved for use on motorboats of 
Classes A, 1, or 2 not carrying passengers for 


Tlie Chris-Craft Corp., Algonac, Mich., 
Holland, Mich., Cadillac, Mich., Ca- 
nithersville. Mo., Chattanooga, Tenn., 
Salisbury, Md., now manufactures a par¬ 
ticular cushion under a group approval 
and therefore Approval No. 160.049/5/0 
«as expired and was therefore termi¬ 
nated, effective March 6, 1966. 

INFLATABLE LIFE RAFTS 

a !PU ^ nite d States Rubber Co., In¬ 
flatable Rroducts & Transportation Con- 
2? e * 8 Apartment, 10 Eagle Street, 
ovldenec, RJ., no longer manufactures 
rtain inflatable liferafts and therefore 
Approval Nos. 160.051/7/0 and 160.051/ 
1966 &re terminated » effective January 25, 

^ORK VESTS. UNICELLULAR PLASTIC FOAM 

The Gentex Corporation, Carbondale, 
a 18407, Approval No. 160.053/10/0 for 
Particular unicellular plastic foam 
or vest has expired and is therefore 
n n ated, effective January 5, 1966. 


FLAME ARRESTERS, BACKFIRE (FOR 
CARBURETORS) 

The Bendix Corp., Zenith Carburetor 
Division, 696 Hart Avenue, Detroit 14, 
Mich., Approval Nos. 162.015/8/3, 162.- 
015/9/3, 162.015/10/2, 162.015/11/2, 162.- 
015/12/2, 162.015/13/2, 162.015/14/2, 

162.015/15/2, 162.015/16/2, 162.015/17/2, 
162.015/18/2, 162.015/19/2, 162.015/20/1, 
162.015/21/1, 162.015/25/1, 162.015/26/1, 
and 162.015/27/1, for certain backfire 
flame arresters for carburetors have ter¬ 
minated due to change in specifications, 
effective January 1, 1966. 

The Air-Maze Division, Rockwell- 
Standard Corp., 25000 Miles Road, Cleve¬ 
land 28, Ohio, Approval Nos. 162.015/28/ 
0, 162.015/29/0, 162.015/30/0, 162.015/31/ 
0, 162.015/32/0. 162.015/33/0. 162.015/ 
34/0 and 162.015/35/0, for certain back¬ 
fire flame arresters for carburetors have 
terminated due to change in specifica¬ 
tions. effective January 1, 1966. 

The Dearborn Marine Engine Division, 
Eaton Manufacturing Co., 31465 Ste¬ 
phenson Highway, Madison Heights, 
Mich., Approval Nos. 162.015,/36/1 and 
162.015/37/0, for certain backfire flame 
arresters for carburetors have termi¬ 
nated due to change in specifications, 
effective January 1, 1966. 

The Curtiss-Wright Corp., Research 
Division, Quehanna, Pa., Approval No. 
162.015/40/0, for a particular backfire 
flame arrester for carburetors was ter¬ 
minated due to change in specifications, 
effective January 1, 1966. 

The Rochester Products Division of 
General Motors Corp., 10000 Lexington 
Avenue, Rochester 3, N.Y., Approval No. 
162.015/41/0, for a particular backfire 
flame arrester for carburetors was ter¬ 
minated due to change in specifications, 
effective January 1, 1966. 

The PurOlator Products. Inc., 3927 
Fourth Street, Wayne, Mich., Approval 
No. 162.015/44/0, for a particular back¬ 
fire flame arrester for carburetors was 
terminated due to change in specifica¬ 
tions, effective January 1, 1966. 

The Volvo Import, Inc., 452 Hudson 
Terrace, Englewood Cliffs, N.J., Approval 
No. 162.015/45/0, for a particular back¬ 
fire flame arrester for carburetors was 
terminated due to change in specifica¬ 
tions, effective January 1, 1966. 

The Air-Maze Division, Rockwell- 
Standard Corp., 25000 Miles Road, Cleve¬ 
land 28. Ohio, Approval No. 162.015/46/1, 
for a particular backfire flame arrester 
for carburetors was terminated due to 
change in specifications, effective Janu¬ 
ary 1. 1966. 

The PurOlator Products. Inc., 3927 
Fourth Street, Wayne. Mich., Approval 
No. 162.015/49/0, for a particular back¬ 
fire flame arrester for carburetors was 
terminated due to change In specifica¬ 
tions, effective January 1, 1966. 

The Fisher Industries, 1625 West 
Maple Road, Troy, Mich., Approval Nos. 
162.015/50/0, 162.015/51/0, 162.015/52/0, 
162.015/53/0, 162.015/54/2, 162.015/55/0, 
162.015/56/2, 162.015/57/2 and 162.015/ 
58/2. for certain backfire flame arresters 
for carburetors have terminated due to 
change in specifications, effective Janu¬ 
ary 1, 1966. 


The Industrial Strainer Co., 695 Amelia 
Street. Plymouth. Mich., Approval Nos. 
162.015/59/0, 162.015/60/0, 162.015/61/0, 
162.015/62/0 and 162.015/63/0. for cer¬ 
tain backfire flame arresters for carbu¬ 
retors have terminated due to change 
in specifications, effective January 1, 
1966. 

The Barbron Corp., 14580 Lesure Ave¬ 
nue, Detroit 27, Mich., Approval Nos. 
162.015/64/0, 162.015/65/0, 162.015/66/0, 
162.015/67/0, 162.015/68/0 and 162.015/ 
69/0, for certain backfire flame arresters 
for carburetors have terminated due to 
change in specifications, effective Janu¬ 
ary 1, 1966. 

The Industrial Strainer Co., 695 Amelia 
Street, Plymouth, Mich., Approval No. 
162.015/70/0, for a particular backfire 
flame arrester for carburetors was ter¬ 
minated due to change in specifications, 
effective January 1, 1966. 

The Fisher Industries. 1625 West Maple 
Road, Troy, Mich., Approval No. 162.015/ 
71/1, for a particular backfire flame ar¬ 
rester for carburetors was terminated 
due to change in specifications, effective 
January 1, 1966. 

The Palmer Engine Co., Cos Cob, 
Conn., Approval Nos. 162.015/72/0 and 
162.015/73/0, for certain backfire flame 
arresters for carburetors have terminated 
due to change in specifications, effective 
January 1, 1966. 

The Fisher Industries, 1625 West 
Maple Road, Troy, Mich., Approval Nos. 
162.015/74/1, 162.015/75/1, 162.015/76/1, 
162.015/77/1, 162.015/78/1 and 162.015/ 
79/0, for certain backfire flame arresters 
for carburetors was terminated due to 
change in specifications, effective Janu¬ 
ary 1, 1966. 

The Palmer Engine Co., Cos Cob, 
Conn., Approval No. 162.015/80/0, for a 
particular backfire flame arrester for 
carburetors was terminated due to 
change in specifications, effective Janu¬ 
ary 1, 1966. 

The Fisher Industries. 1625 West 
Maple Road, Troy, Mich., Approval No. 
162.015/81/1, for a particular backfire 
flame arrester for carburetors was ter¬ 
minated due to change in specifications, 
effective January 1, 1966. 

The Bendix Corp., Zenith Carburetor 
Division, 696 Hart Avenue, Detroit 14, 
Mich., Approval Nos. 162.015/82/1 and 
162.015/83/0, for certain backfire flame 
arresters for carburetors have termi¬ 
nated due to change in specifications, 
effective January 1, 1966. 

The Fisher Industries, 1625 West 
Maple Road, Troy, Mich., Approval Nos. 
162.015/84/0 and 162.015/85/1, for cer¬ 
tain backfire flame arresters for carbu¬ 
retors have terminated due to change in 
specifications, effective January 1, 1966. 

The Bendix Corp., Zenith Carburetor 
Division, 696 Hart Avenue, Detroit 14, 
Mich., Approval No. 162.015/86/1, for a 
particular backfire flame arrester was 
terminated due to change in specifica¬ 
tions, effective January 1, 1966. 

Tlie Barbron Corp., 14580 Lesure Ave¬ 
nue. Detroit 27, Mich., Approval No. 
162.015/87/0, for a particular backfire 
flame arrester for carburetors was ter¬ 
minated due to change in specifications, 
effective January 1, 1966. 
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The Bendix Corp.. Zenith Carburetor 
Division, 696 Hart Avenue, Detroit 14, 
Mich., Approval Nos. 162.015/88/0, 162.- 
015/89/1, 162.015/90/1, 162.015/91/0, 

162.015/92/0 and 162.015/93/0, for cer¬ 
tain backfire flame arresters for carbure¬ 
tors have terminated due to change in 
specifications, effective January 1, 1966. 

The Fishers Industries, 1625 West 
Maple Road, Troy, Mich., Approval No. 
162.015/94/0, for a particular backfire 
flame arrester for carburetors was termi¬ 
nated due to change in specifications, 
effective January 1, 1966. 

The Kiekhaefer Corp., Fond du Lac, 
Wis., Approval No. 162.015/95/0 for a 
particular backfire flame arrester for 
carburetors was terminated, effective 
January 1,1966. 

The Onan, division of Studebaker In¬ 
dustries, Inc., 2515 University Avenue 
SE., Minneapolis, Minn. 55414, Approval 
No. 162.015/96/0, for a particular back¬ 
fire flame arrester assembly was termi¬ 
nated due to change in specifications, 
effective January 1,1966. 

The Bendix Corp., Zenith Carburetor 
Division, 696 Hart Avenue, Detroit 14, 
Mich., Approval No. 162.015/99/0, for a 
particular backfire flame arrester for 
carburetors was terminated due to 
change in specifications, effective Jan¬ 
uary 1, 1966. 

STRUCTURAL INSULATIONS 

The Keasbey & Mattison Co., Ambler, 
Pa., Approval No. 164.007/13/0, for a par¬ 
ticular sprayed asbestos fiber type struc¬ 
tural insulation was terminated, because 
the manufacturer is no longer in busi¬ 
ness, effective January 21, 1966. 

INCOMBUSTIBLE MATERIALS 

The Keasbey & Mattison Co., Ambler, 
Pa., Approval Nos. 164.009/4/0 and 
164.009/33/0 for certain asbestos cement 
board type incombustible material were 
terminated, because the manufacturer is 
no longer in business, effective January 
21, 1966. 

The Union Asbestos & Rubber Co., 1111 
West Perry Street, Bloomington, HI., Ap¬ 
proval No. 164.009/63/1, for a particular 
asbestos cement board type incombus¬ 
tible material was terminated, effective 
August 27, 1965. 

Dated: Aug. 31, 1966. 

[seal] P. E. Trimble, 

Vice Admiral, U.S. Coast Guard, 
Acting Commandant . 

[F.R. Doc. 66-9818: Filed, Sept. 7, I960; 

8:49 am.] 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 

NEVADA STATE OFFICE AND 
NEVADA LAND OFFICE 

Change of Mailing Address 

August 30, 1966. 

Notice is hereby given that the mailing 
address of the Nevada State Office and 
Land Office, Bureau of Land Manage¬ 


ment, in Reno. Nev., is changed effective 
Monday. October 3, 1966. The new 
mailing address will from that date for¬ 
ward be Bureau of Land Management, 
Nevada State Office and Nevada Land 
Office, Room 3008, Federal Building, 300 
Booth Street, Reno, Nev. 89502. The use 
of Post Office Box 1551, Reno, Nev., is 
being discontinued and the last official 
mail collection from Post Office Box 1551 
will be at 1 p.m. on September 30, 1966. 

In accordance with Title 43, Code of 
Federal Regulations, S 1821.2, applica¬ 
tions, payments, and other documents 
received for filing October 3, 1966, shall 
be deemed to be filed as of 10 a.m. 
Thereafter, all mail will be delivered only 
once daily and considered as filed 10 a.m. 
on the date received. Mall received by 
Special Delivery after- 4 p.m. will be con¬ 
sidered filed at 10 a.m. the following day. 
Mail received by Special Delivery before 
10 a.m. will be considered filed at 10 a.m. 
on the date received. Mail received by 
Special Delivery between 10 a.m. and 
4 p.m. will be considered filed on the 
exact time and date received. 

Nolan F. Keil, 

State Director , Nevada. 

(F.R. Doc. 66-9807; Filed, Sept. 7, 1966; 

8:48 a.m.] 


Bureau of Reclamation 

MANTI-LASAL NATIONAL FOREST, 
UTAH 

Transfer of Administrative Jurisdiction 
of Certain Lands 

By virtue of the authority vested in the 
Secretary of the Interior by section 7(c) 
of the Act of July 9, 1965 (79 Stat. 213), 
and his delegation of authority to the 
Commissioner of Reclamation dated 
February 25, 1966, published March 4, 
1966 (31 F.R. 3426), jurisdiction over the 
following described lands, which lie 
within the exterior boundaries of the 
Manti-Lasal National Forest, Utah, and 
which were acquired by the Bureau of 
Reclamation in the development of the 
Joes Valley Reservoir. Emery County 
Project, is hereby transferred to the Sec¬ 
retary of Agriculture for recreational and 
other National Forest System purposes: 

Salt Lake Base and Meridian 
T. 17 S.. R. 6 E., 

Sec. 32: Portion of the W^W*A, more par¬ 
ticularly described as follows: 

Beginning at a point on the south line of 
said section 32. 307.7 feet easterly from the 
north quarter comer of section 5, T. 18 S., 
R. 6 E.. Salt Lake Base and Meridian, said 
point also being the southeast comer of the 
SW^SWVi of said section 32; thence north 
along the east line of said SWV4SW%, 180.5 
feet; thence along a regular curve to the left 
with a radius of 622.96 feet for an arc dis¬ 
tance of 116.0 feet (bearing of the tangent 
at beginning of the curve is N. 11°39' W.); 
thence N. 22*19' W.. 173.5 feet; thence along 
a regular curve to the right with a radius of 
522.96 feet for an arc distance of 202.3 feet; 
thence N. 0*09' W., 905.8 feet; thence along 
a regular curve to the left with a radius 
2,914.8 feet for an arc distance of 356.1 feet; 
thence N. 7*09' W., 2,807.8 feet; thence along 
a regular curve to the left with a radius of 
2,914.8 feet for an arc distance of 542.6 feet; 


thence N. 17*49' W., 43.1 feet to the north 
line of said section 32; thence westerly along 
said north line 673.4 feet to the northwest 
comer of said section 32; thence southerly 
along the west line of said section 32. 5,280 0 
feet to the southwest comer of said section 
32; thence easterly along the south line of 
said section 32, 1,320.0 feet to the point of 
beginning, containing 129.35 acres, more or 
less, and less right-of-way for Utah State 
Highway No. 29. 

T 18 S R 6 E 

Sec. 5: S W y 4 NW y 4 , WV 2 SWV4. SE «/ 4 SW y 4 ; 

Sec. 6: S^NE y 4 , NE%SEi/ 4 . portion of 
NW % SE l / 4 , more particularly described 
as follows: 

Beginning at the northeast comer of said 
NW % SE %, said point being 1,320.0 feet 
westerly of the east quarter corner of said 
section 6; thence westerly along the north 
line of said NW%SE»4 1,320.0 feet to the 
northwest corner of said NW&SEft: thence 
southerly along the east line of said NW>/ 4 
SEV 4 191.0 feet; thence S. 36*01' E., 10.12 feet; 
thence along the arc of a curve to the right, 
with a radius of 2,804.79 feet an arc distance 
of 205.60 feet; thence S. 31*49' E., 1.117.32 
feet to the south line of said NW^SEVi; 
thence easterly along said south line 611.36 
feet to the southeast corner of said NW^ 
SE*4; thence northerly along the east line of 
said NW *4SE y 4 1,320.0 feet to the point of 
beginning, containing 30.73 acres, more or 
less; 


Secs. 6 and 7: Portion of SE^SEVfc of sec¬ 
tion 6 and portion of NE y 4 NE y 4 of section 
7, more particularly described as follows: 

Beginning at the southeast corner of said 
section 6; thence northerly along the east 
line of section 6. 1,320.0 feet to the northeast 
corner of said SE l 4SE»4; thence westerly 
along the north line of said SE&SE& 1,320 0 
feet to the northwest comer of said SE!4 
SE>4; thence southerly along the west line 
of the SE|4SE»4 988.26 feet; thence S. 31*49' 
E., 809.88 feet; thence along the arc of a 
curve to the left with a radius of 272.21 feet 
for an arc distance of 298.60 feet; thence 
N. 85*20' E., 63.0 feet; thence along the arc 
of a curve to the right with a radius of 67.32 
feet for an arc distance of 104.47 feet; thence 
S. 5*45' E., 297.81 feet; thence along the arc 
of a curve to the right with a radius of 
2,804.79 feet for an arc distance of 318.19 feet; 
thence 8. 0*45' W.. 165.64 feet to the south 
line of said NEftNEft section 7; thence east¬ 
erly along said south line 464.54 feet to the 
southeast comer of said NE^NE^ section 7: 
thence northerly along the east line of said 
section 7 1,320.0 feet to the point of begin¬ 
ning, containing 59.07 acres, more or less; 

Sec. 7: Portion of SE l / 4 NE V 4 , more particu¬ 


larly described as follows: 

Beginning at the east quarter corner of 
said section 7; thence northerly along the 
east line of said section 7 1,320.0 feet to the 
northeast corner of said SE^NE 1 /^ 
westerly along the north line of said SEyj 
NE% 464.54 feet; thence S. 0*45' W.. 23.W 
feet; thence along the arc of a curve to the 
left, with a radius of 2,924.79 feet for an ar 
distance of 187.17 feet; thence S. 2*55 b > 
211.77 feet; thence along the arc of a curve 
to the right, with a radius of 321.97 feet i 
an arc distance of 146.11 feet; thence »• 
23*05' W., 34.53 feet; thenco along the arc 
of a curve to the left, with a radius of 289.ia 
feet for an arc distance of 204.41 feet; thence 
S. 17*25' E.. 549.75 feet to the south line oi 
said SEftNE^: thence easterly along sjua 
south line 336.21 feet to the point of begin 
nlng, containing 13.68 acres, more or lea. 

Sec. 8: NWftNWft. 


Pursuant to said section 7(c) of the 
aforesaid Act of July 9. 1965. the a 
lands shall become National Forest la • 
provided, that all lands and water 
within the Joes Valley Reservoir area 
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needed or used for the operation of the 
project or for other Reclamation pur¬ 
poses shall continue to be administered 
by the Commissioner of Reclamation to 
the extent he determines to be necessary 
for such operation. 

This order shall be effective upon pub¬ 
lication in the Federal Register. 

Dated: August 30,1966. 

Floyd E. Dominy, 

Commissioner , 
Bureau of Reclamation. 

[FR. Doc. 66-9805: Filed, Sept. 7, 1966; 
8:48 ajn.J 


Fish and Wildlife Service 

[Docket No. A-398] 

levi McKinley 

Notice of Loan Application 

Levi McKinley, 1300 No. 2-A West 
Ninth, Juneau, Alaska 99801, has applied 
for a loan from the Fisheries Loan Fund 
to aid in financing the purchase of a 
used 34.7-foot registered length vessel 
to engage in the fishery for halibut, sal¬ 
mon, and black cod. 

Notice is hereby given pursuant to the 
provisions of Public Law 89-85 and 
Fisheries Loan Fund Procedures (50 CFR 
Part 250, as revised Aug. 11, 1965), that 
the above-entitled application is being 
considered by the Bureau of Commercial 
Fisheries, Fish and Wildlife Service. De¬ 
partment of the Interior, Washington, 
IXC. 20240. Any person desiring to sub¬ 
mit evidence that the contemplated 
operation of such vessel will cause eco¬ 
nomic hardship or injury to efficient ves¬ 
sel operators already operating in that 
fishery must submit such evidence in 
writing to the Director, Bureau of Com¬ 
mercial Fisheries, within 30 days from 
the date of publication of this notice. If 
such evidence is received it will be evalu¬ 
ated along with such other evidence as 
may be available before making a deter¬ 
mination that the contemplated opera¬ 
tions of the vessel will or will not cause 
such economic hardship or injury. 

Harold E. Crowther, 

Acting Director , 

Bureau of Commercial Fisheries. 

September 2,1966. 

IFR. Doc. 66-9800; Filed, Sept. 7, 1966; 

8:47 a.m.J 


l Docket No. Sub-G-14] 

HARLAN TRUITT MURPHY 
Notice of Hearing 

Truitt M un>hy, Davis. N.C., has 
a fishing vessel construction 
stnf,H ntia l subslcJ y t0 aid hi the con- 
to a overall steel vessel 

tront gage !? tbe hshery for flounder, sea 
cro^J )0r ?!?* tong whiting, swordfish, 
shS L hrbnp ‘including royal red 
Nntf ’ . scaU °Ps, and lobster. 

Proven 15 glven Pursuant to the 

Proveniprff °f tbe U S - Ashing Fleet Inl¬ 
and Hpftrf Act (P,L * and Notice 

257) thof in l on Subsidies (50 CFR Part 
inat a hearing in the above-entitled 


proceedings will be held on October 18, 
1966, at 10 a.m., e.d.s.t., in Room 3356, 
Interior Building, 18th and C Streets, 
Northwest, Washington, D.C. Any per¬ 
son desiring to intervene must file a peti¬ 
tion of intervention with the Director, 
Bureau of Commercial Fisheries, as pre¬ 
scribed in 50 CFR Part 257 at least 10 
days prior to the date set for the hearing. 
If such petition of intervention is 
granted, the place of the hearing may be 
changed to a field location. Telegraphic 
notice will be given to the parties in the 
event of such a change along with the 
new location. 

Harold E. Crowther, 

Acting Director , 

Bureau of Commercial Fisheries. 

September 2,1966. 

[FR. Doc. 66-9841; Filed, Sept. 7, 1966; 

8:51 a.m.] 


National Park Service 

• (Order 37] 

SUPERVISORY ARCHEOLOGIST, 
SOUTHWEST ARCHEOLOGICAL 
CENTER, GLOBE, ARIZ. 

Delegation of Authority Regarding 
Execution of Contracts for Supplies, 
Equipment or Services 

Delegation. The Supervisory Arche¬ 
ologist of the Southwest Archeological 
Center located at Globe, Ariz., may 
execute and approve contracts and pur¬ 
chase orders not in excess of $200,000 
for supplies, equipment, or services in 
conformity with applicable regulations 
and statutory authority and subject to 
the availability of appropriations. 

(245 DM 1. 28 F.R. 915; 5 U.S.C. sec. 22; sec. 
2. Reorg. Plan No. 3 of 1950) 

George B. Hartzog, Jr., 
Director . 

[F.R, Doc. 66-9821; Filed, Sept. 7. 1966; 
8:49 am.] 


DEPARTMENT OF AGRICULTURE 

Agricultural Stabilization and 
Conservation Service 

SUGARBEETS 
Notice of Hearing 

Notice is hereby given that the Sec¬ 
retary of Agriculture, acting pursuant 
[to the Sugar Act of 1948, as amended, 
‘will conduct a public hearing to receive 
[the views and recommendations of in¬ 
terested persons on the need for estab¬ 
lishing proportionate shares (farm acre- 
'age allotments) for the 1967 crop of 
sugarbeets in the Domestic Beet Sugar 
Area. Also, for use by the Secretary, if 
he determines that proportionate shares 
are needed, views, and recommendations 
are desired at the hearing on (a) the 
level of the national sugarbeet acreage 
requirement, (b) the method (formula) 
of allocating the requirement among 
‘States and to localities served by non- 
afflliated single plant processors of 


sugarbeets and (c) the method of estab¬ 
lishing individual farm proportionate 
‘shares. 

[ The Sugar Act provides that the Sec¬ 
retary shall establish proportionate 
shares for farms in the beet sugar area 
if he determines that the production of 
sugar from a crop will be greater than 
the quantity needed to enable the area 
to meet its quota and provide a normal 
carryover inventory, as estimated by the 
Secretary for the area for the calendar 
year during which the larger part of the 
sugar from such crop normally would be 
marketed. 

The hearing on this matter will be held 
in the Denver Hilton Hotel in Denver, 
Colo., beginning at 10 a.m. (Denver 
time) on September 22, 1966. 

For consideration by the Department 
in establishing proportionate shares if 
needed, views, and recommendations are 
desired on all phases of the program, par¬ 
ticularly on the following points: 

1. The level of the national acreage re¬ 
quirement needed to enable the area to 
meet quota and carryover requirements. 

2. The method (formula) of dividing 
the national requirement (excluding 
113,500 acres previously made available 
under the national sugarbeet acreage re¬ 
serve, a 1,000 contingency, and acreages 
for nonaifiliated single plant processors) 
among sugarbeet producing States. 

3. The level of the acreages that 
should be made available to the afore¬ 
mentioned nonaffiliated single plant 
processors. 

4. The levels of set asides for new 
producers, appeals, and adjustments. 

5. The method (formulae) for estab¬ 
lishing area allotments and individual 
farm proportionate shares. 

Views and recommendations may be 
submitted orally at the hearing, prefer¬ 
ably supported in writing in the original 
and two copies. Views and recommenda¬ 
tions may also be submitted in writing 
(original and two copies) by mailing to 
the Director, Sugar Policy Staff, Agricul¬ 
tural Stabilization and Conservation 
Service, UJS. Department of Agriculture, 
Washington, D.C. 20250, postmarked not 
later than October 10,1966. 

All written submissions made pursuant 
to this notice will be made available for 
public inspection at such times and 
places and in a manner convenient to the 
public business (7 CFR 1.27(b)). 

Signed at Washington, D.C., on Sep¬ 
tember 2,1966. 

E. A. Jaenke, 

Acting Administrator , Agricul¬ 
tural Stabilization and Con¬ 
servation Service. 

(FR. Doc. 66-9846; Filed. Sept. 7, 1966; 

8:51 ajn.] 


Consumer and Marketing Service 

HUMANELY SLAUGHTERED 
LIVESTOCK 

Identification of Carcasses; Changes 
in Lists of Establishments 

Pursuant to section 4 of the Act «>f 
August 27, 1958 (7 U.S.C. 1904), and the 
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statement of policy thereunder in 9 CFR 
381.1, the lists (31 P.R. 9557 and 10288) 
of establishments which are operated 
under Federal inspection pursuant to the 
Meat Inspection Act (21 U.S.C. 71 et seq.) 
and which use humane methods of 
slaughter and incidental handling of 
livestock are hereby amended as follows: 

The reference to sheep and goats with 
respect to Utica Veal Co.. Inc., Establish¬ 
ment 88, is deleted. The reference to 


DEPARTMENT OF HEALTH, EDUCA¬ 
TION, AND WELFARE 

Food and Drug Administration 

CONTINENTAL CAN CO., INC. 

Notice of Filing of Petition for 
Food Additives 

Pursuant to the provisions of the 
Federal Food, Drug, and Cosmetic Act 
(sec. 409(b)(5), 72 Stat. 1786; 21 U.S.C. 
348(b)(5)), notice is given that a peti¬ 
tion (FAP 7R2069) has been filed by Con¬ 
tinental Can Co.. Inc., 633 Third Avenue, 
New York, N.Y. 10017, proposing an 
amendment to § 121.2514 Resinous and 
polymeric coatings to provide for the safe 
use of zinc carbonate as a pigment in 
resinous and polymeric food-contact 
coatings. 

Dated: September 1, 1966. 

J. K. Kirk, 

Acting Commissioner of 
Food and Drugs. 

[Fit. Doc. 66-9836; Piled. Sept. 7. 1966; 

8:50 a.m.] 


E. I. DU PONT DE NEMOURS & CO. 

Notice of Filing of Petition for 
Food Additives 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 


calves with respect to Baum's Meat Pack¬ 
ing, Establishment 792, is deleted. The 
reference to Pamett Packing Co., Estab¬ 
lishment 283, and the reference to cattle 
and calves with respect to such estab¬ 
lishment are deleted. 

The following table lists species at 
additional establishments and additional 
species at previously listed establish¬ 
ments that have been reported as being 
slaughtered and handled humanely. 


409(b)(5). 72 Stat. 1786; 21 U.S.C. 348 
(b)(5)), notice is given that a petition 
(FAP 7B2055) has been filed by E. I. du 
Pont de Nemours & Co., 1007 Market 
Street, Wilmington. Del. 19898, proposing 
an amendment to § 121.2569 Resinous 
and polymeric coatings for polyolefin 
films to provide for the safe use of poly¬ 
vinyl alcohol as a dispersing agent in 
resinous and polymeric coatings on 
polyolefin films for food-contact use. 

Dated: September 1, 1966. 

J. K. Kirk, 

Acting Commissioner of 
Food and Drugs. 

IF.R. Doc. 66-9837; Filed. Sept. 7, 1966; 

8:50 ajn.] 


FMC CORP. 

Notice of Filing of Petition Regarding 
Pesticide Endosulfan 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
408(d)(1), 68 Stat. 512; 21 U.S.C. 346a 
(d)(1)), notice is given that a petition 
(PP 7F0526) has been filed by FMC 
Corp., Niagara Chemical Division, 100 
Niagara Street, Middleport, N.Y. 14105, 
proposing the establishment of a toler¬ 
ance of 2 parts per million for residues of 
the insecticide endosulfan (6,7.8,9,10. 10- 
hexachloro-l,5,5a,6.9,9a-hexahydro-6,9- 
methano-2,4,3-benzodioxathiepin - 3-ox¬ 
ide) in or on beans, brussells sprouts, car¬ 
rots, cauliflower, celery, collards, corn 


(sweet), kale, mustard greens, peas 
(succulent type), pineapples, spinach, 
sugarcane, sunflower seed, sweetpotatoes, 
and turnip greens. 

The analytical method proposed in the 
petition for determining residues of endo¬ 
sulfan is a microcoulometric-gas chro¬ 
matographic procedure. 

Dated: August 31,1966. 

J. K. Kirk, 

Acting Commissioner of 
Food and Drugs. 

[F.R. Doc. 66-9838; Filed. Sept. 7, 1966; 

8:51 ajn.) 


GEIGY CHEMICAL CORP. 

Notice of Filing of Petition Regarding 
Pesticide 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
408(d)(1), 68 Stat. 512; 21 U.S.C. 346a 
(d)(1)), notice is given that a petition 
(PP 7F0525) has been filed by Geigy 
Chemical Corp., Ardsley, N.Y. 10502, 
proposing the establishment of tolerances 
for residues of the herbicide atrazine (2- 
chloro-4- [ethylaminol -6- Eisopropylami- 
nol-s-triazine) in or on raw agricultural 
commodities as follows: 

30 parts per million in or on com 
forage and sorghum forage. 

1 part per million in or on corn grain 
and sorghum grain. 

The analytical methods proposed in 
the petition for determining residues of 
atrazine are based on spectrophotometric 
and thin-layer chromatographic tech¬ 
niques. 

Dated: September 1, 1966. 

J. K. Kirk, 

Acting Commissioner of 
Food and Drugs. 

IF.R. Doc. 66-9839; Filed. Sept. 7. 1966; 
8:51 a.m.) 


KOPPERS CO., INC. 

Notice of Filing of Petition for 
Food Additives 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
409(b) (5), 72 Stat. 1786; 21 U.S.C. 348(b) 
(5)) , notice is given that a petition (FAP 
7H2071) has been filed by the Forest 
Products Division of the Koppers Co., 
Inc., Pittsburgh, Pa. 15219, proposing an 
amendment to § 121.2556 Preservatives 
for wood to provide for the safe use oi 
pentachlorophenol as a preservative tor 
wood intended for use in contact witn 
raw agricultural products in an a 0 * 0111 *: 
not to exceed one percent by weight o 
the treated wood. 

Dated: September 1, 1966. 

J. K. Kirk. 

Acting Commissioner of 
Food and Drugs. 

| F.R. Doc. 66-9840; Filed. Sept. 7. I 966 ' 
8:51 a.m.] 


Name of establishment 

Establishment No. 

Cattle 

Calves 

Sheep 

Goats 

Swine 

Horses 

St. Paul Dressed Beef, Inc.._.......__ 

357_ 

(•> 






Bartel's Meat Co 

497. 

« 

~TT" 





Aver a Provisions Co., Inc_____ 

077. 



^ ... 

C) 


City Packing Co.-.. 

New establishments reporting: 4. 
Idaho Meat Packers_......._..... 

891... 

C) 

o 

i 

C) 

C) 

C) 

40. 


City Packing Co 

80. 





Seattle Packing Co 

191. 






F r «te^ Fft^klfip Co - -_ 

319. 






Montebello Meat Packing Co___ 

_ 


~"?T~ 




City Custom Packing Co., Inc...—....... 

387. 



“•r 



Glen wood Parking Co __ _ 

394__ 




C> 


The Collins Packing Co 

423A_— 





. 

lJecwar Packing Co 

467. 

C) 



Rhen* Valley Meat Packers Ino 

611. 


IT 




Texas Meat Packers. Inc 

505. 






Austin Community Livestock Processors, 
Inc __ 

590. 


(•) 

8 

C) 

C) 


Wright Packing Co ....._...___ 

603_ 



— 

Parnell's Packing Co 

738__ 



Jordan Meat dr Livestock Co , Inc 

858... 




C) 

— 

Perlln Packing Co., Inc-- 

Longhorn Meat Packers, Inc.—.______ 

974. 



C) 


976.— 


„.... 




Species Added: 20. 








Done at Washington, D.C., this 1st day of September 1966. 


R. K. Somers, 

Deputy Administrator , Consumer Protection. 
[F.R. Doc. 66-9811; Filed, Sept. 7,1966; 8:48 a.m.] 
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DEPARTMENT OF HOUSING AND 
URBAN DEVELOPMENT 

Office of the Secretary 


lng, now assigned to be held on Sep¬ 
tember 7, 1966, Is postponed to a date to 
be later assigned. 

Dated at Washington, DC., Septem¬ 
ber 2, 1966. 


(Docket No. 15461 etc.; FCC66M-1109J 

CHAPMAN RADIO AND TELEVISION 
CO. ET AL. 

Order After Prehearing Conference 


ACTING ASSISTANT SECRETARY FOR 
DEMONSTRATIONS AND INTER- 
GOVERNMENTAL RELATIONS 

Designation 

The Director, Office of Intergovern¬ 
mental Relations and Urban Program 
Coordination, is hereby designated to 
serve as Acting Assistant Secretary for 
Demonstrations and Intergovernmental 
Relations, with all the power and au¬ 
thority of the Assistant Secretary for 
Demonstrations and Intergovernmental 
Relations, during the absence of the As¬ 
sistant Secretary and during the present 
vacancy in the position of Deputy As¬ 
sistant Secretary for Demonstrations and 
Intergovernmental Relations. 

(79 Stat. 670. 5 U.S.C. 624d(d)) 

Effective date. This designation shall 
be effective as of August 30, 1966. 

Robert C. Weaver, 
Secretary of Housing and 
Urban Development. 

|F.R. Doc. 66-9856; Filed. Sept. 7, 1966; 

8:52 a.m.J 


CIVIL AERONAUTICS BOARD 

(Docket No. 17233( 

CONDOR FLUGDIENST G.M.B.H. 

Notice of Hearing 

Notice is given herewith, pursuant to 
the provisions of the Federal Aviation 
Act of 1958, as amended, that a public 
hearing in the above-entitled proceed¬ 
ing is assigned to be held before the un¬ 
dersigned Examiner on November 7,1966, 
at 10 a m., local time, in Room 911, 1825 
Connecticut Avenue, NW., Washington, 

For information concerning the issues 
involved and other details in this pro- 
Ckeding, interested persons are referred 

tl \ e Prehearing Conference Report 
served on August 5. 1966, and other 
documents which are in the docket of 
^ proceeding on file in the Docket 
section °* the Civil Aeronautics Board. 

be 1966 Washlngton > DC - Septem- 

I seal] Edward T. Stodola, 

Hearing Examiner. 

I p -R- Doc. 66-9819; Filed. Sept. 7, 1966; 

8:49 a.m.) 


(Docket No. 16503( 

^-FLIGHT entertainment char 

Notice of Postponement of Ora 
Argument 

argumonf 6 ^ 110 ^ of the Board . th e c 
ent in the above-entitled proce 


Tseal] Francis W. Brown, 

Chief Examiner. 

[F.R. Doc. 66-9820; Filed. Sept. 7, 1966; 
8:49 a.m.( 

FEDERAL COMMUNICATIONS 
COMMISSION 

(Docket No. 16678; FCC 66M-1156| 

BAY BROADCASTING CO. 

Order Continuing Hearing 

In re application of Bay Broadcasting 
Co., San Francisco, Calif., Docket No. 
16678, File No. BPCT-3621; for construc¬ 
tion permit for new television broad¬ 
cast station (Channel 38): 

It is ordered, This 31st day of August 
1966, by the Hearing Examiner on his 
own motion that the prehearing confer¬ 
ence in the above-entitled matter now 
scheduled for September 2. 1966, is re¬ 
scheduled to commence at 9 a.m., Sep¬ 
tember 13, 1966, and the hearing now 
scheduled for September 13,1966, is post¬ 
poned to a date to be announced In a 
subsequent brder. 

Released: September 1, 1966. 

Federal Communications 
Commission, 

[seal I Ben F. Waple, 

Secretary. 

(F.R. Doc. 66-9827: Filed, Sept. 7, 1966; 
8:49 a.m.| 


(Docket No. 16792; FCC 66M-1164] 

CITY OF CAMDEN, N.J., AND L & P 
BROADCASTING CORP. 

Order Continuing Prehearing 
Conference 

In re application of City of Camden 
(Assignor), and L & P Broadcasting Cor¬ 
poration (Assignee), Docket No. 16792, 
File No. BALr-5702; for assignment of 
license of Station WCAM, Camden, N.J.: 

It is ordered, This 1st day of September 
1966, on the Chief Hearing Examiner’s 
own motion, that the hearing conference 
in the above-entitled proceeding, which 
heretofore was scheduled to be convened 
at 9 a.m., September 8, 1966, is continued 
to 9 a.m., September 15, 1966. 

Released: September 1, 1966. 

Federal Communications 
Commission, 

TsealI Ben F. Waple, 

Secretary. 

|FJH. Doc. 66-9828; FUed, Sept, 7, 1966; 
8:50 a.m.] 


In re applications of William A. Chap¬ 
man and George K. Chapman doing busi¬ 
ness as Chapman Radio and Television 
Co., Homewood, Ala., Docket No. 15461, 
File No. BPCT-3282; Tele-Mac of Bir¬ 
mingham, Inc., Birmingham, Ala., Dock¬ 
et No. 16759, File No. BPCT-3705; Ala¬ 
bama Television, Inc., Birmingham, Ala., 
Docket No. 16760, File No. BPCT-3706; 
Birmingham Broadcasting Co., Birming¬ 
ham, Ala., Docket No. 16761, File No. 
BPCT-3707; for construction permit for 
new television broadcast station; Bir¬ 
mingham Television Corp. (WBMG), 
Birmingham, Ala.. Docket No. 16758, File 
No. BPCT-3663, for modification of con¬ 
struction permit. 

The Hearing Examiner having under 
consideration the prehearing conference 
in the above-entitled proceeding held 
today: 

It is ordered , This 2d day of September 
1966, that the hearing is postponed from 
October 4, 1966, and will be convened 
instead at 10 a.m., Monday, December 5, 
1966, at the Commission’s offices, Wash¬ 
ington, D.C.; and 

It is ordered further , That the parties 
or their counsel will exchange all ex¬ 
hibits. with one copy of each provided the 
presiding officer, by November 1, at which 
time they will also provide lists to each 
other and the Examiner of the witnesses 
they propose to produce in supplementa¬ 
tion of their direct cases and statements 
of the scope of each witness’ testimony: 
that counsel will notify one another in¬ 
formally of the names of witnesses de¬ 
sired for cross-examination by November 
21; and that in all respects the rulings, 
agreements and understandings set out 
in the transcript of today’s prehearing 
conference will be adhered to with the 
same force and effect as if these were set 
forth herein verbatim. 

Released: September 2,1966. 

Federal Communications 
Commission, 

TsealJ Ben F. Waple, 

Secretary. 

(F.R. Doc. 66-9829; Filed, Sept. 7. 1966; 
8:50 a.m.] 


(Docket Nos. 16787. 16788; FCC 66M-1159J 

HARRISCOPE, INC., AND FAMILY 
BROADCASTING, INC. 

Order Continuing Hearing 

In re applications of Harriscope, Inc., 
Casper, Wyo., Docket No. 16787, File No. 
BP-16713; Family Broadcasting, Inc.. 
LaGrange, Wyo., Docket No. 16788 File 
No. BP-17204; for construction permits. 

Pursuant to a prehearing conference 
in this proceeding as of this date: It is 
ordered , This 1st day of September 1966. 
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that the hearing now scheduled for Octo¬ 
ber 4. 1966, be and the same is hereby 
rescheduled for November 28, 1966, 10 
a.m., in the Commission’s offices, Wash¬ 
ington, D.C. 

Released: September 1,1966. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary. 

[PR. Doc. 66-9830; Filed, Sept. 7. 1966; 
8:50 a.m.] 

FEDERAL POWER COMMISSION 

[Docket Nos. RI67-39 etc.] 

ASHLAND OIL & REFINING CO. ET AL. 

Order Providing for Hearings on and 
Suspension of Proposed Changes in 
Rates 1 

August 30,1966. 

The Respondents named herein have 
filed proposed increased rates and 


charges of currently effective rate sched¬ 
ules for sales of natural gas under Com¬ 
mission jurisdiction, as set forth in Ap¬ 
pendix A hereof. 

The proposed changed rates and 
charges may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful. 

The Commission finds: It is in the pub¬ 
lic interest and consistent with the Nat¬ 
ural Gas Act that the Commission enter 
upon hearings regarding the lawfullness 
of the proposed changes, and that the 
supplements herein be suspended and 
their use be deferred as ordered below. 

The Commission orders: 

(A) Under the Natural Gas Act, par¬ 
ticularly sections 4 and 15, the regula¬ 
tions pertaining thereto (18 CFR Ch. I), 
and the Commission’s rules of practice 
and procedure, public hearings shall be 
held concerning the lawfullness of the 
proposed changes. 

AlTENTUX A 


(B) Pending hearings and decisions 
thereon, the rate supplements herein are 
suspended and their use deferred until 
date shown in the “Date Suspended 
Until” column, and thereafter until made 
effective as prescribed by the Natural Gas 
Act. 

(C) Until otherwise ordered by the 
Commission, neither the suspended sup¬ 
plements, nor the rate schedules sought 
to be altered, shall be changed until dis¬ 
position of these proceedings or expira¬ 
tion of the suspension period. 

(D) Notices of intervention or peti¬ 
tions to intervene may be filed with the 
Federal Power Commission, Washington, 
D.C. 20426, in accordance with the rules 
of practice and procedure (18 CFR 1.8 
and 1.37(f)) on or before October 12, 
1966. 

By the Commission. 

[seal] Joseph H. Gutride. 

Secretary. 


Docket 

No. 


Respondent 


R167-39_ 


Ashland Oil & Refining 
Co., Poet Office Box 
1503, Houston, Tex. 
77001. 

.do- 


RI67-40.... 


R167-11.... 

RI07-42.... 


Cedi Burton (Operator), 
et al. d.b.a. Piekrcll 
Drilling C*o., 705 Fourth 
National Bank Bldg., 
Wichita, Kans. 67202. 

Tidewater Oil Co., Post 
Office Box 1404, Hous¬ 
ton, Tex. 77001, Attn: 
Mr. A. M. Mouser. 

Occidental Petroleum 
Corp. (Operator), et al., 
5000 Stockdale High¬ 
way, Bakersfield, Calif. 
93309. 


Rate 
sched¬ 
ule No. 

Supple¬ 

Purchaser and producing area 

Amount 

Date 

Effective 

date 

Date 

Cents per Mcf 

Rato In 
effect sub¬ 

ment 

No. 

of 

annual 

Increase 

filing 

tendered 

unless 

sus¬ 

pended 

sus¬ 
pended 
until— 

Rate In 
effect 

Proposed 

Increased 

rate 

ject to 
refund in 
docket 
Nos. 

80 

5 

Michigan Wisconsin Pipe Lina 

Co. (Northeast Selling Field, 
Major County, Okla.) (Okla¬ 
homa “Other” Area). 

$754 

8- 2-66 

*9- 2-66 

2- 2-67 

• • 16.56 

*«»19.64 


162 

5 

Arkansas Louisiana Gas Co. 

(Star Field. Kingfisher County, 
Okla.) (Oklahoma “Other” 
Area). 

2,520 

8- 1-66 

•9- 1-66 

2- 1-67 

15.0 

* T 18.8 


153 

3 

Panhandle Eastern Pipe Line Co. 
(Putnam Field, Dewey County, 
Okla.) (Oklahoma “Other” 
Area). 

3,378 

8- 2-66 

*9-2-66 

2- 2-67 

*•17.5 

* T * * 19.8 


1 

« 1 

Cities Service Gas Co. (North 
Medicine Field, Barber County, 
Kans.). 

1,370 

» 8- 8-66 

‘*9-8-66 

2- 8-67 

*« 12.0 

«iiu no 


100 

2 

Tcnnessoo Gas Pipeline Co., ft 
division of Tonneco, Inc. (Cafl- 
lou Island Field, Terrebonne 

777 

8-15-66 

* 9-15-66 

2-15-67 

** »• 18.6 

ii u it io. 5 


7 

5 

Parish, La.) (South Louisiana). 
Valley Gas Transmission, Inc. 
(Ramirena Northeast and C. 

A. Winn Fields, Live Oak 
County, Tex.) (R.U. District 
No. 2). 

1,870 

8-15-66 

2 9-15-66 

2-15-67 

14.0 

•»» 15.0 



• The stated effective date Is the effective date proposed by Respondent. 

•“Fractured*' rate increase. Includes 16.89 cents base rate plus 1.01 cents tax 

reimbursement and 1.60 cents upward B.t.u. adjustment. Seller is contractually 
due a base rate of 19.5 cents plus tax reimbursement and B.t.u. adjustment, which is 
the initial contract rate. 

• Pressure base Is 14.05 p.s.l.a. 

» Subject to upward B.t.u. adjustment of 1.(100 cent for each additional B.t.u. In 
excess of 1000 B.t.u.'s per cubic, foot and proportionate downwurd B.t.u. adjustment 
from base ruto for gas containing loss than 1000 B.t.u.’s per cubic foot. 

• Permanently certificated initial rate which includes 15.0 cents base rate Inclusive 
of tax reimbursement plus 1.56 cents upward B.t.u. adjustment (present B.t.u. 
content = 1156 B.t.u.’s per cubic foot. 

i Respondent filing from permanently certificated rate to initial contract rate. 

• Includes 15.0 cents base rate plus upward B.t.u. adjustment before luoroase and 
17.0 cents base rate plus upward B.t.u. adjustment after increase (present B.t u. 
content of gas ts 1168 B.t.u.’s per cubic foot). 


• Bose rate subject to proportionate upward and downward B.t.u. adjustment for 
gas containing more or less tlian 1000 B.t.u.'s per cubic foot. 

10 Piling completed Aug. 18, 1966. 

11 Includes Amendment doted Oct. 30. 1964, which provides for Increased rule* * 
M The stated effective dale is the first day after oxpiratlon of the statutory notice* 
15 Renegotiated rate increase. 

»* Subject to downward B.t.u. adjustment. 

“ Periodic rate increase. 

* Pressure base is 15.025 p.s.l.a. 

17 Inclusive of 1A cents per Mcf lax reimbursement. 

i* Settlement rate as provided by Commissionorderissued June 15,1962, as amended, 
in Docket Noe. 0-13310, et al. 


Cecil Burton (Operator), et al., doing busi¬ 
ness as Pickrell Drilling Co. (Burton) request 
a retroactive effective date of December 23, 
1964, the contractually provided effective 
date, for their proposed rate increase. Good 
cause has not been shown for waiving the 
30-day notice requirement provided in sec¬ 
tion 4(d) of the Natural Gas Act to permit 
an earlier effective date for Burton’s rate 
filing and such request Is denied. 

All of the producers’ proposed increased 
rates and charges exceed the applicable area 
price levels for increased rates as set forth 


1 Does not consolidate for hearing or dis¬ 
pose of the several matters herein. 


In the Commission’s statement of general 
policy No. 61-1, as amended (18 CFR Ch. I, 
Pt. 2, § 2.56). 

IFJEt. Doc. 66-9747; Filed. Sept. 7. 1966; 
8:45 a.m.] 

[Docket Nos. G-6352 etc.] 

CONTINENTAL OIL CO. ET AL. 
Findings and Order After Hearing 

August 30,1966. 

Findings and order after statutory 
hearing issuing certificates of public con¬ 


venience and necessity, reinstating cer¬ 
tificate, amending certificates, permit¬ 
ting and approving abandonment of 
service, terminating certificates, substi¬ 
tuting respondent, making successor co¬ 
respondent, redesignating proceedings, 
requiring filing of agreements and under¬ 
takings, accepting offer of settlement 
and accepting related rate schedules and 
supplements for filing. 

Each of the Applicants listed herein 
has filed an application pursuant to sec¬ 
tion 7 of the Natural Gas Act for a cer- 
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tiflcate of public convenience and neces¬ 
sity authorizing the sale and delivery of 
natural gas in interstate commerce, for 
permission and approval to abandon 
service, or a petition to amend an exist¬ 
ing certificate authorization, all as more 
fully described in the respective appli¬ 
cations and petitions (and any supple¬ 
ments or amendments thereto) which 
are on file with the Commission. 

The Applicants herein have filed re¬ 
lated FPC Gas Rate Schedules and pro¬ 
pose to initiate or abandon, add or delete 
natural gas service in interstate com¬ 
merce as indicated by the tabulation 
herein. All sales certificated herein are 
either equal to or below the ceiling prices 
established by the Commission’s state¬ 
ment of general policy No. 61-1, as 
amended, or involve sales for which per¬ 
manent certificates have been previously 
issued; except that initial sales from the 
Permian Basin area of Texas are author¬ 
ized to be made at or below the applicable 
area base rates and under the conditions 
prescribed in Opinion Nos. 468 and 468-A. 

Houston Natural Gas Production Com¬ 
pany (Operator), et al.. Applicant in 
Docket No. G-10181, proposes to con¬ 
tinue the sale of natural gas heretofore 
authorized in said docket and made pur¬ 
suant to Emerald Oil & Carbonic Co. 
(Operator), et al., FPC Gas Rate Sched¬ 
ule No. 5. Said rate schedule will be re¬ 
designated as that of Houston. Emerald 
filed a change in rate under said rate 
schedule which has been suspended in 
Docket No. RI63-326 1 and has not been 
made effective. Accordingly, Houston 
will be substituted in lieu of Emerald as 
respondent in said proceeding and the 
proceeding will be redesignated. 

John A. Hairford, Applicant in Docket 
Nos. CI67-23 and CI67-24, proposes to 
continue in part sales of natural gas au¬ 
thorized in Docket Nos. G-3673 and 
G-10474, respectively, to be made pur¬ 
suant to Petroleum, Inc. (Operator), et 
al.. PPC Gas Rate Schedule Nos. 3 and 5. 
respectively. The contracts comprising 
said rate schedules will also be accepted 
for filing as rate schedules of Applicant. 
The presently effective rates under said 
rate schedules are in effect subject to re¬ 
fund in Docket Nos. RI63-362 2 (Petro¬ 
s' 1 ? 1 * inc. (Operator), et al., FPC Gas 
Kate Schedule No. 5) and RI63-391* 
petroleum, Inc. (Operator), et al., FPC 
Schedule No. 3). Therefore, 
J?!* caat will be made co-respondent in 
*aia proceedings, the proceedings will be 
on? e ‘ S i gnated ’ and Applicant will be re¬ 
quired to file agreements and undertak¬ 
es to assure the refunds of any 
e° u nts collected by him in excess of the 
amounts determined to be just and rea¬ 
dable in said proceedings. 

Nn >.°?? er lssued Ju 'y 2. 1963, in Docket 
rn t 11174 ’ et al - J - Ray McDermott & 
b«i , c i^S° i;>erator ), et al.. was author- 
th. if, Do . cket No - G-17239 to continue 
thnri- !!i 0 * natural gas theretofore au- 
I £ cket No - G- 4180 be made 
Pursuant to Heep Oil Corp. and Herman 

^’^Consolidated with Docket No. AR64-2, 
^‘wiMatai with Docket No. AR64-1, 


F. Heep FPC Gas Rate Schedule No. 3 
and the certificate issued in Docket No. 
G-4180 was vacated. Subsequent to the 
vacation of the certificate In Docket No. 
G-4180 Herman F. Heep Estate, et al., 
filed a rate schedule to continue in part 
the sale of natural gas theretofore au¬ 
thorized in Docket No. G-4180. A review 
of the records of the Commission reveals 
that in Docket No. G-17239 J. Ray Mc¬ 
Dermott sought authorization to con¬ 
tinue only the sale of natural gas from 
the interests of Heep Oil Corp. and not 
from the interests of Herman F. Heep 
and that the certificate issued in Docket 
No. G-4180 should not have been vacated. 
Therefore, the certificate issued in Dock¬ 
et No. G—4180 will be reinstated and 
amended by deleting therefrom authori¬ 
zation to sell natural gas from the in¬ 
terests assigned to J. Ray McDermott 
and to LAB Oil Co., Applicant herein 
In Docket No. CI66-713. 

On June 27, 1966, LAB Oil Co. filed an 
offer of settlement In Docket No. CI66- 
713 pursuant to 5 1.18(e) of the Commis¬ 
sion’s rules of practice and procedure 
with respect to sales It proposes to con¬ 
tinue as successor in interest to J. Ray 
McDermott & Co., Inc., which sales were 
heretofore authorized to be made pur¬ 
suant to McDermott’s FPC Gas Rate 
Schedule No. 7 at a rate of 17.24347 cents 
per Mcf at 14.65 p.s.i.a. subject to refund 
in Docket Nos. G-19873 and RI60-341. 
LAB is presently selling gas from the 
acreage acquired from McDermott pur¬ 
suant to a temporary certificate issued 
March 25, 1966, in Docket No. CI66-713 
at the 17.24347-cent rate subject to re¬ 
fund. Under the terms of the offer, LAB 
proposes to eliminate the periodic price 
escalation clauses from the subject rate 
schedules and to substitute therefor In 
each a life-of-contract rate of 15.0 cents 
per Mcf rate. Additionally, it proposes 
to refund all amounts of monies collected 
in excess of the settlement rates, subject 
to refund, with applicable interest. The 
refund amount will be approximately 
$1,550 exclusive of interest, and LAB’s 
current annual revenue from these sales 
will be reduced by $3,000. LAB’s pro¬ 
posal is consistent with the provisions of 
the Second and Ninth Amendments to 
the Commission’s statement of general 
policy No. 61-1 (18 CFR 2.56) and we 
shall approve the same. However, we 
desire to make it clear that acceptance 
of LAB’s offer of settlement shall not be 
construed as approval of any future in¬ 
creased rates that may be filed by LAB 
under the subject rate schedules in ac¬ 
cordance with its reservation of the right 
to file increases to cover possible future 
tax increases, and is without prejudice to 
any findings or order of the Commission 
in any future proceedings, Including area 
rate or other similar proceedings, in¬ 
volving LAB’s rates and rate schedules. 

After due notice, a petition to inter¬ 
vene by Long Island Lighting Co. and a 
notice of intervention by The Public 
Service Commission of the State of New 
York were filed in Docket No. CI66-713, 
in the matter of the application filed 
February 7, 1966, In said docket. A peti¬ 
tion to intervene by Long Island Light¬ 
ing Co. was filed in Docket No. CI66- 


1302, in the matter of the application 
filed June 22, 1966, in said docket. The 
petitions to intervene and the notice of 
intervention have been withdrawn and 
no other petitions to intervene, notices 
of intervention, or protests to the grant¬ 
ing of any of the respective applications 
or petitions in this order have been 
received. 

At a hearing held on August 25, 1966, 
the Commission on its own motion re¬ 
ceived and made a part of the record in 
these proceedings all evidence, including 
the applications, amendments and ex¬ 
hibits thereto, submitted in support of 
the respective authorizations sought 
herein, and upon consideration of the 
record. 

The Commission finds: 

(1) Each Applicant herein is a "na¬ 
tural-gas company” within the meaning 
of the Natural Gas Act as heretofore 
found by the Commission or will be en¬ 
gaged in the sale of natural gas in inter¬ 
state commerce for resale for ultimate 
public consumption, subject to the juris¬ 
diction of the Commission, and will 
therefore, be a “natural-gas company” 
within the meaning of said Act upon the 
commencement of the service under the 
respective authorizations granted here¬ 
inafter. 

(2) The sales of natural gas herein¬ 
before described, as more fully described 
in the respective applications, amend¬ 
ments and/or supplements herein, will 
be made in interstate commerce, subject 
to the jurisdiction of the Commission, 
and such sales by the respective Appli¬ 
cants, together with the construction and 
operation of any facilities subject to the 
jurisdiction of the Commission necessary 
therefor, are subject to the requirements 
of subsections (c) and (e) of section 7 
of the Natural Gas Act. 

(3) The sales of natural gas by the 
respective Applicants, together with the 
construction and operation of any fa¬ 
cilities subject to the jurisdiction of the 
Commission necessary therefor, are re¬ 
quired by the public convenience and 
necessity and certificates therefore 
should be issued as hereinafter ordered 
and conditioned. 

(4) The respective Applicants are 
able and willing properly to do the acts 
and to perform the services proposed 
and to conform to the provisions of the 
Natural Gas Act and the requirements, 
rules, and regulations of the Commission 
thereunder. 

(5) It is necessary and appropriate in 
carrying out the provisions of the Na¬ 
tural Gas Act and the public convenience 
and necessity require that the certificate 
heretofore issued in Docket No. G-4180 
should be reinstated and amended as 
hereinafter ordered. 

(6) It is necessary and appropriate in 

carrying out the provisions of the Na¬ 
tural Gas Act and the public convenience 
and necessity require that the certificate 
authorizations heretofore issued by the 
Commission in Docket Nos. G-6352. G- 
8592, G-10181, G-12663, G-12912. G- 
16139, G-18597, CI61-709, CI63-172, 

CI63-523, CI63-966, CI64-530, CI64-1216, 
CI64-1249, CI65-901, CI65-920, CI65- 
1303, CI65-1336, CI66-361, CI66-393, and 
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CI66-525 should be amended as herein¬ 
after ordered and conditioned. 

(7) It is necessary and appropriate in 
carrying out the provisions of the Na¬ 
tural Gas Act that the certificates issued 
in the following dockets should be 
amended to reflect the deletion of acre¬ 
age where new certificates are issued 
herein to authorize service from the sub¬ 
ject acreage: 

Amend to New 

delete acreage certificates 

G-3673 _ CI67-23 

G-8789 _C106-1282 

0—10474 _ CI67-24 

G-17239 _CI66-713 

CI62-78 _ CI67-15 

CP63-193 _CI87-43 

<8) The sales of natural gas proposed 
to be abandoned by the respective Ap¬ 
plicants. as hereinbefore described, all as 
more fully described in the tabulation 
herein and in the respective applications, 
are subject to the requirements of sub¬ 
section (b) ‘of section 7 of the Natural 
Gas Act, and such abandonments should 
be permitted and approved as hereinafter 
ordered. 

(9) It is necessary and appropriate in 
carrying out the provisions of the Natural 
Gas Act that the certificates of public 
convenience and necessity heretofore is¬ 
sued to the respective Applicants relat¬ 
ing to the abandonments hereinafter 
permitted and approved should be 
terminated. 

(10) It is necessary and appropriate 
in carrying out the provisions of the 
Natural Gas Act that Houston Natural 
Gras Production Co. (Operator), et al., 
should be substituted in lieu of Emerald 
Oil & Carbonic Co. (Operator), et al.. as 
respondent in the proceeding pending in 
Docket No. RI63-326 and that said pro¬ 
ceeding should be redesignated accord¬ 
ingly. 

(11) It is necessary and appropriate in 
carrying out the provisions of the Natural 
Gas Act that John A. Hairford should be 
co-respondent in the proceedings pend¬ 
ing in Docket Nos. RI63-362 and RI63- 
391, that said proceedings should be re¬ 
designated accordingly, and that he 
should be required to file agreements and 
undertakings in said proceedings. 

(12) The proposed settlement in 
Docket No. CI66-713 on the basis de¬ 
scribed herein, as more fully set forth in 
the ofTer of settlement filed with the 
Commission by LAB on June 27, 1966, 
is consistent with the statement of gen¬ 
eral policy No. 61-1, as amended, 18 CFR 
2.56, and approval thereof as made effec¬ 
tive and hereinafter ordered is in the 
public interest and is appropriate to carry 
out the provisions of the Natural Gas 
Act. 

(13) It is necessary and appropriate 
in carrying out the provisions of the Na¬ 
tural Gas Act that the respective related 
rate schedules and supplements as des¬ 
ignated or redesignated in the tabulation 
herein should be accepted for filing as 
hereinafter ordered. 

The Commission orders: 

(A) Certificates of public convenience 
and necessity are issued upon the terms 
and conditions of tills order, authorizing 


the sales by the respective Applicants 
herein of natural gas in interstate com¬ 
merce for resale, together with the con¬ 
struction and operation of any facilities 
subject to the jurisdiction of the Com¬ 
mission necessary for such sales, all as 
hereinbefore described and as more 
fully described in the respective applica¬ 
tions, amendments, supplements and ex¬ 
hibits in this proceeding. 

(B) The certificates granted in para¬ 
graph (A) above are not transferable 
and shall be effective only so long as Ap¬ 
plicants continue the acts or operations 
hereby authorized in accordance with 
the provisions of the Natural Gas Act 
and the applicable rules, regulations, and 
orders of the Commission. 

(C) The grant of the certificates 
issued in paragraph (A) above shall not 
be construed as a w^aiver of the require¬ 
ments of section 4 of the Natural Gas 
Act or of Part 154 or Part 157 of the 
Commission’s regulations thereunder, 
and is without prejudice to any findings 
or orders which have been or may here¬ 
after be made by the Commission in any 
proceeding now pending or hereafter in¬ 
stituted by or against the respective Ap¬ 
plicants. Further, our action in this 
proceeding shall not foreclose nor preju¬ 
dice any future proceedings or objec¬ 
tions relating to the operation of any 
price or related provisions in the gas 
purchase contracts herein involved. 
Nor shall the grant of the certificates 
aforesaid for service to the particular 
customers involved imply approval of all 
of the terms of the respective contracts 
particularly as to the cessation of service 
upon termination of said contracts, as 
provided by .section 7(b) of the Natural 
Gas Act. Nor shall the grant of the cer¬ 
tificates aforesaid be construed to pre¬ 
clude the imposition of any sanctions 
pursuant to the provisions of the Natural 
Gras Act for the unauthorized com¬ 
mencement of any sales of natural gas 
subject to said certificates. 

(D) The grant of the certificates is¬ 
sued herein on all applications filed after 
April 15, 1965, is upon the condition that 
no increase in rate which would exceed 
the ceiling prescribed for the given area 
by paragraph (d) of the Commission’s 
statement of general policy No. 61-1, as 
amended, shall be filed prior to the ap¬ 
plicable dates as indicated by footnotes 
1 and 13 in the attached tabulation. 

(E) The initial rate for sales au¬ 
thorized in Docket No. CI66-1087 shall 
be the applicable base area rate pre¬ 
scribed in Opinion No. 468, as modified 
by Opinion No. 468-A, as adjusted for 
quality, or the contract rate, whichever 
is lower; and no increase in rate in ex¬ 
cess of said initial rate shall be filed be¬ 
fore January 1, 1968. 

(F) If the quality of the gas delivered 
by Applicant in Docket No. CI66-1087 
deviates at any time from the quality 
standards set forth in Opinion No. 468, 
as modified by Opinion No. 468-A, so as 
to require a dowmw f ard adjustment of the 
existing rate, a notice of change in rate 
shall be filed pursuant to the provisions 
of section 4 of the Natural Gas Act; Pro¬ 
vided. however, That adjustments re¬ 
flecting changes in B.t.u. content of the 


gas shall be computed by the applicable 
formula and charged without the filing 
of notice of change in rate. 

(G) Applicant in Docket No. CI66- 
1087 shall file a rate schedule quality 
statement within 45 days from the date 
of initial delivery. 

(H) Certificates are issued herein to 
the respective Applicants in Docket Nos. 
CI66-1041, CI66-1138, CI66-1335, CI66- 
1336. CI66-1337, CI66-1338, CI66-1339. 
CI66-1340, CI66-1341, and CI66-1342 
authorizing the continuance of sales 
which were initiated without prior Com¬ 
mission authorization. 

(I) Certificates are issued herein to 
the respective Applicants in Docket Nos. 
CI66-1233, CI66-1344, and CI66-1345 au¬ 
thorizing the continuance of sales being 
rendered on June 7, 1954. 

(J) Applicants in Docket Nos. CI66- 
1331, CI67-33, and CI67-41 shall submit 
billing statements for the first month of 
service. 

(K) The certificate issued herein in 
Docket No. CI66-1282 is issued at the rate 
of 15.0 cents per Mcf at 14.65 psi.a. sub¬ 
ject to B.t.u. adjustment. 

(L) The certificates heretofore issued 
in Docket Nos. G-6352, G-8592, G-16139, 
CI63-172, CI63-523. CI65-1336, and CI66- 
525 are amended by adding thereto or 
deleting therefrom authorization to sell 
natural gas to the same purchasers and 
in the same areas as covered by the 
original authorizations, pursuant to the 
rate schedule supplements as indicated 
in the tabulation herein. 

<M) The certificate heretofore issued in 
Docket No. G-4180 and vacated by order 
issued July 2, 1963, in Docket No. G- 
11174, et al., is reinstated and designated 
as that of Herman F. Heep Estate, et al.. 
and is amended by deleting therefrom 
authorization to sell natural gas from the 
interests of Heep Oil Corp. assigned to 
J. Ray McDermott & Co., Inc (Operator), 
et al.. authorized in Docket No. G-17239. 
and from the interests of Herman F. 
Heep Estate assigned to LAB Oil Co- 
Applicant herein in Docket No. CI66-7I3. 

(N) The certificates heretofore issued 
in the following dockets are amended to 
reflect the deletion of acreage where new 
certificates are issued herein to authorize 
service from the subject acreage: 


Amend to 
delete acreage 

0-3673 -. 

G-8789 . 

0-10474 _ 

G-17239 _ 

C162-78 .. 

CP63-193 _ 


New certificates 

CI67-23 
CI66-1282 
Cl67-24 
CI66-713 
CI67-15 
CI67-43* 


1 The certificate issued herein to Apphcan 
►ertains only to the interest in the assignee 
creage to a depth of 9.431 feet. 

(O) The certificates heretofore issued 
n Docket Nos. G-10181, 

2912, 0-18597, CI61-709, 

7164-530, CI64-1216, CI64-1249. Cl6o- 
01. CI65-920, CI65-1303, CI66-36L ana 
7166-393 are amended by changing 
ertlficate holders to the respective su - 
essors in interest as indicated in 
abulation herein. . . 

(P) The authorization granted i 
laragraph (O) above Docket no. 
'166-393, involving the sale of gas ) 
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Texas Gas Exploration Corp. (Opera¬ 
tor), et al., to its parent. Texas Gas 
Transmission Corp., determines the rate 
which legally may be paid by the buyer 
to the seller, but is without prejudice to 
any action which the Commission may 
take in any rate proceeding involving 
either company. 

iQ) Permission for and approval of 
the abandonment of service by the re¬ 
spective Applicants, as hereinbefore de¬ 
scribed, all as more fully described in the 
tabulation herein and ha the respective 
applications are granted. 

iR) The abandonment herein per¬ 
mitted and approved in Docket No. CI67- 
40 does not relieve Applicant therein 
from any refund obligation in the related 
rate suspension proceeding ha Docket No. 
RI65-348. 

(S> The certificates heretofore issued 
in Docket Nos. 0-4366,* G-7562. G- 
17249, CI60-283, CI63-124, and CI64- 
1000 are terminated. 

(T) Houston Natural Gas Production 
Co. < Operator), et al., is substituted in 
lieu of Emerald Oil & Carbonic Co. 
(Operator), et al., as respondent in the 
proceeding pending in Docket No. RI63- 
326 and said proceeding is redesignated 
accordingly. 4 

(U) John A. Hairford shall be co-re¬ 
spondent in the proceedings pending in 
Docket Nos. RI63-362 and RI63-391 
and the proceedings are redesignated 
accordingly. 4 

(V) Within 30 days from the issuance 
of this order John A. Hairford shall exe¬ 
cute, in the form set out below, and shall 
file with the Secretary of the Commis¬ 
sion acceptable agreements and under¬ 
takings in Docket Nos. RI63-362 and 
RI63-391 to assure the refunds of any 
amounts collected by him, together with 
interest at the rate of 7 percent per an¬ 
num, for sales pursuant to his FPC Gas 
Rate Schedule Nos. 2 and 1, respectively, 
in excess of the amounts determined to 
be just and reasonable in said proceed¬ 
ings. Unless notified to the contrary by 
the Secretary of the Commission within 
30 days from the date of submission, 
such agreements and undertakings shall 
be deemed to have been accepted for 
filing. 

<W> John A. Hairford shall comply 
with the refunding and reporting pro¬ 
cedure required by the Natural Gas Act 
and § 154.102 of the regulations there¬ 
under, and the agreements and under- 
wkings filed by him in Docket Nos. 
RI63-362 and RI63-391 shall remain in 
lull force and effect until discharged by 
the Commission. 

<X) The offer of settlement filed with 
me Commission by LAB on June 27.1966, 
*?. approved in accordance with the pro¬ 
visions of this order. The acceptance 
e Commission of LAB’S offer of 
settlement, as amended, is without preju- 


certificate in Docket No. G-4366 
ted onl y tosofar as It pertains to «a 
uverea by Supplement No. 6 to FPC C 
n&t* Schedule No. 37 

°“ Productlon ' 
( ° perfttor) ' et al - a 


dice to any findings or determinations 
that may be made in any proceeding now 
pending, or hereafter instituted by or 
against LAB and is without prejudice to 
claims or contentions which may be made 
by LAB, the Commission staff, or any 
affected party hereto, in any proceedings. 

(Y) LAB shali file, within 30 days 
from the date of issuance of this order, 
notices of change in rates under its FPC 
Gas Rate Schedules to reflect the settle¬ 
ment rates and executed contractual 
amendments in accordance with the 
terms of its settlement proposal and as 
approved herein. The notices of change 
and contractual amendments shall be 
submitted in accordance with Part 154 
of the Commission’s regulations under 
the Natural Gas Act. 

(Z) LAB shall compute the difference 
between the rates collected subject to 
refund and the settlement rate with ap¬ 
plicable interest to the date of this order, 
and shall within 45 days from the date 
of issuance of this order submit a report 


to the Commission, with a copy to Ten¬ 
nessee Gas Pipeline Co., a division of 
Tenneco Inc., setting out the amount of 
refunds (showing separately the prin¬ 
cipal and applicable interest) the bases 
used for such determination, the period 
covered, and 10 days thereafter shall re¬ 
fund such monies to Tennessee and shall 
submit to the Commission a copy of a 
letter from Tennessee agreeing to the 
correctness of such amounts. 

(AA) The respective related rate 
schedules and supplements as indicated 
in the tabulation herein are accepted for 
filing; further, the rate schedules relat¬ 
ing to the successions herein are redesig¬ 
nated and accepted, subject to the ap¬ 
plicable Commission regulations under 
the Natural Gas Act to be effective on 
the dates as indicated in the tabulation 
herein. 

By the Commission. 

[seal] Joseph H. Gutride, 

Secretary . 


Docket No. 
and date filed 

Applicant 

Purchaser, field, and 
location 

00352. 

C 6-2006* 

Continental Oil Co_ 

United Gas Pipe Line Co. 

0 8502. 

Sun Oil Co. (Southwest 

United Gas Pipo Line 
< Movie-Pistol Ridge 

Field, Forrest, Lamar, 
and Pearl River 
Counties, Miss. 

C 6-17-66 * 

Division). 

(3 10181. 

Houston Natural Gas 

Texas Eastern Trans¬ 

£ 10 - 22-66 

Production Co. 
(Operator), et al. 
(successor to Emerald 
Oil & Carbonic Co, 
(Operator), ot al.). 

mission Corp., Salem 
Field, Victoria County, 
Tex. 

C 12663. 

Herman Geo. Kaiser, 

Northern Natural Gas 

E 6-27-06 

(Ojierntor), et al. 
(successor Shell Oil 
Co.). 

Co., Gingrich and F. 
Finnup Units, Finney 
County, Kims. 

0-12912.. 

David E. Barr 

Consolidated Gits Supply 

F. 6 21-06 

(successor to Norris- 
towu Gas Co.,ot al.). 

Corp., 8 hormau 

District, Calhoun 
County, W. Va 

G 16139_ 

D 0-27 06 

Gulf Oil Corp_ 

Transwestern Pipeline 

Co., Panhandle Area, 
Hemphill County, Tex, 

0 18597. 

Thomas A. Dugan 

El Paso Natural Gas Co., 

E 6-13 06 

(Operator), ct al. (suc¬ 
cessor to Lakeland 
Petroleum Corp. 
(Operator), ct al.). 

Gavlian Pictured (Miffs 
Field, Rio Arriba Coun¬ 
ty, N. Mex. 

C106-578. 

Humble Oil & Refining 

ranliandlc Eastern ripe 

D 7-26-05 

Co. 

Lino Co., East Mocane 
Field, Beaver County, 
Okla. 

CIG1 TOO. 

George R. Brown (suc¬ 

Texas Gas Transmission 

E 7-6-06 

cessor to Herman 
Brown Estate). 

Corp., North Rousseau 
Field, LaFourelic 

Parish, La. 


FPC rate schedule to be accepted 


Description and date of 
document 


No. 


Sapp. 


Filing code: A—Initial service. 

B—A handonment. 

(■—Amendment to add ocreogo. 

10—Amendment to delete acreage. 
£ —Succession. 

F—Partial succession. 

See footnotes at end of table. 


Letter agreement 5-10- 
ew. 

Letter agreement 0-0- 
Amendment 5-25-60* 1 .. 


Emerald Oil A Car¬ 
bonic Co, (Operator), 
rt al., FPC ORS 
No. 2. 

Supplement Nos. 1-8_ 

Notice of succession 
10-20-05. 

Assignment 10-1 03 *_ 

Assignment 11-1-03»_ 

Effective date: 11-1-03. 
Shell Oil Co.. FPC 
ORS No. 156. 

.Supplement Nos. 1-2_ 

Notice of succession 
(undated). 

Assignment 5-31-66 •_ 

Effective date: 6-1-60. 
Norristown OasCo., 
ct al., FPC ORS 
No. 1. 

.Supplement No. I_ 

Notice of succession 
6-2006. 

Assignment 3 806_ 

Effective date: 3 8 06. 
Letter igreement 6 - 8 - 
60.* * 


207 

307 

66 

17 

17 


13 

14 

n 


13 


o 

10 


1-2 

3 


2 .. 

2 


Lakeland Petroleum 
Corp. (Operator), ct 
al., FPC OH 8 N 0 .12. 

Supplement Nos. 1-2_ 

Notice of succession 
6006. 

Letter agreement 7-5- 
*V0.» 

Assignment 10-16-05 »•.. 
Effective date: 10-10-65. 

Assignment 7-7-65 "_ 

Effective date: 7-7-05. 


105 

5 

5 


2 

'28 


13 


5 

5 

*248 


Herman Brown Estate, 

FPC OKS No. 0 . 

Supplement Nos. 1-3_ 

Notice of succession 
0-29-60. 

Assignment 12-30-64_ 

Effective dule: 12-3104._ 


13 

4 
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NOTICES 


u Two leases ccreering a total of 107.81 acres expired by their own terms and were surrendered by Mobil; no prodac- 

*'^Vuly orium date pursuant to Commission’s Statement of General Policy 61-1, as amended. 

>« From *Shafl Mineral Associates, Inc., to William E. Allen to James J. Major, 
u From Alien and Major to Biogco, Inc. 

it I )ciot c!fthe L.*C ^ Peters lease which oxplred due to failure of the predecessor. Biogeo, Inc., to drill a well thereon, 
u Various assignments, all dated Feb. 23, 1960, conveying title to sublet properties from Arch Kiggall, et al., to 
Hoy C. and Freeda M. Davisson. 

Viilous atfsfgnments dated Nov. 17, 1966, conveying title to subject properties from Delta Petroleum Co., et al., 

^Awimmen?dated Dee. 22,1966, convoying title from Gerald T. Raydon to A. A. Pursley. 

» Various assignments dated Jan. 6, i960, convejing title to subject properties from Irene Ryan, et al., to A. A. 

1 '^Assignment dated Jan. 13,1966, conveying title to remaining subject properties from Delta Petroleum Co. to 
A. A. Pursley. _ . .. . 

Covers transfer of properties from George Maws to Lewentbal. 
u C'arillo Petroleum Corp. assigns property to Kenneth S. Ilarvey, trustee. 

2* Kenneth 8. Uarvev, trustee, assigns projjerty to Sage Gas Gathering Co. 

J7 Ratilles basic contract dated Jan. 7,1953, between Hoop Oil Corp. and Herman F. Hoep, sellers, and Tennessee 

Currently onfilc as^Hernum F. Heep Estate, et al., FPC G R8 No. 3 and J. Ray McDermott & Co., Inc. (Opcr- 

0 t 3 * r Adds^crvage to basic contract. Part of the acreage was assignod to McDermott who ratified Heep’s contract 

p'JSiides for'llfo-^f-contract rate of 16 cents under Beep’s FPC GRS No. 3 and is applicable to'interest^assigned 
bv Hcen. Beep's certificate in Docket No. G-4180 was vacated but said certificate will be reinstated by this order. 
*'Kate increase to 15.0952 cents under McDermott's FPC GRS No. J is wbject to refund in Docket No. 0-19873 
u Rato increase to 17.24347 emits under McDermott's FPC G RS No. 7 Is being collected subfect to refund in Pocket 
No RI60-341. Rate applicable to interest assigned by McDermott, whoso certificate is in Docket No. G-17239. 

» Assigns Heop’s and McDermott’s interests in a lease presently covered by their respective rate schedules. 

« Service being rendered without prior Commission author!ration. . 

m By letter filed July 11,1966, Applicant advised willingness to accept a permanent certificate containing conditions 
similar to those imposed by Opinion No. 468. 

» Production of gas no longer economically feasible. 

** Coutrectal>elween*Co 1 orodo° 011A Gas Co. and buyer; ou flic as Colorado Oil A Gas Co., FPC G RS No. 25. 

»» Prom Colorado Oil A Gas Co. to Applicant. 

«o From Sam P. Wallingford, Inc., etal., to Applicant. , ... 

4 i covers formations from the base of the Lansing of the Pennsylvania Age to Hie base of the St. Louis tone of the 

M ^Contract*biSwSn Petroleum Specialty Co. and buyor (has not been filed previously). 

« Assignment from Petroleum Specialty Co. to Reese Valley Farms, Inc. 

Assignment from Reese, Valley Farms, Inc., to Robinson Petroleum Corp. 

** Between buyer and Humble Oil <5t Rellning Co. 

it RatlSestem^and cond 11 ions of contract dated July 3, 1968, between buyer and Edwin G. Bradley. 

« Contract dedicates only the production from depths of 7,940 feet or less. . . .. 

« Contract dedicates only the production for the Toukawa and Hoover Formations underlying the acreage 

C °» n Certmcatc application filed as Roger M. Wheeler, for himself, and as agent for Harry L. Crosby, Jr., and M.H. 

Ratifies contract of Dec. 7, 1959 (attached to ratification agreement) between El Paso and Val. R. Reese A 
Associates Inc., insofar as it coven* Bigbee’s interest in acreage previously covered under the contract and also dedi- 
thereunder certain acreage acquired from California Oil Co. Partially supersedes Standard Oil Co. of Texas, 
adtvtekmSChevron*Oil Co?F^C O R8 No. 27 (formerly Standard Oil Co of Texas, a division of California OU Co., 

Assignment oVoperating rights from California Oil Co. (successor to Standard OU Co. of Texas) to narry L. 

^•3 Conveys interest from Petroleum, Inc. (Operator), et al., to John A. Hairford; Petroleum’s FPC GRS Nos. 

^ *4 i^cnses expired and reverted back to lessor. Service ceased in 1964. 

»» Amends the supplemental agreement dated May 14, 1947. 

it Rate'of 1* cents i>cr Mcf collected effective subject to refund in Docket No. RI65-348, filed as supplement No. 1 
to Miller A Fox Minerals Corp., FPC GRS No. 2 appears to have also covered sales under their FPC GRS No. 4. 

F i^Baslc CwU^t^t^enTexasl^iistcni Transmission Corp., as seller and Lone Star Gathering Co., as buyer; on 
file as*Texas Eastern Transmission Corp., FPC GRS No. F-7. 
ii Provides for a depth limitation of 9,431 feet. 

|FR. Doc. 66-9749; Filed, Sept. 7,1966; 8:45 a.m.] 


(Docket Nos. RI67—44 etc.] 

TEXACO INC., ET AL. 

Order Accepting Contract Amend¬ 
ment, Conditionally Accepting Rate 
Filing, Providing for Hearings on 
and Suspension of Proposed 
Changes in Rates 1 

August 30,1966. 

The above-named Respondents have 
tendered for filing proposed changes In 
presently effective rate schedules for 
sales of natural gas subject to the juris¬ 
diction of the Commission. The pro¬ 
posed changes, which constitute in¬ 
creased rates and charges, are designated 
as follows: 


J Does not consolidate for hearing or dis¬ 
pose of the several matters herein. 
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Docket 


Rate 

Supple- 


Amount 

of 

Date 

Effective 

date 

Date 

sus¬ 

Cents per Mcf 

No. 

Respondent 

sched¬ 
ule No. 

nient 

No. 

Purchaser and producing area 

annual 

increase 

filing 

tendered 

unless 

sus¬ 

pended 

pended 

until— 

Rate In 
effect 

Proposed 
Increased rate 

R107-44_ 

Texaco Inc., Post 
Office Box 2420, 
Tulsa. Okia. 74102. 

148 

11 

Colorado Interstate Gas Co. 
(Mocane Field, Beaver Coun¬ 
ty. Okia.) (Panhandle Area). 

Panhandle Kastera Pipe Line 
Co. (South Forgan Field, 
Beaver County, Okia.) (Pan¬ 
handle Area). 

$28,792 

8 - 2-66 

*9- 2-66 

2- 2-67 

• 2 16.29 

•«• 18.462 


-do-- 

152 

2 

752 

8 - 2-66 

*9- 2-66 

2- 2-67 

2 15.0 

• 1 17.0 


_do_ 

158 

4 

Northern Natural Gas Co. (Bar- 
low Field, Ochiltree County, 
Tex.) (R.R. District No. 10). 

4.499 

8 - 2-66 

2 9- 2-66 

2- 2-67 

2 »• 15.5 

«i to ti 17.5 


.....do. .M— 

159 

3 

Northern Natural Gas Co. 
(Daniel Field, Ochiltree 
County, Tex.) (R.R. District 
No. 10). 

2,485 

8 - 2-66 

2 9- 2-66 

2- 2-67 

2 » 15.5 

• • »• 16.5 


-do................ 

180 

6 

Northern Natural Gas Co. 
(North Hutchinson and East 
8 pcarman Fields, Hansford 
and Hutchinson Counties. 
Tex.) (R.R. District No. 10). 

9,948 

8 - 2 66 

2 9- 2-66 

2- 2-67 

2 »• 16.5 

• • »• 17.5 


.do.. 

184 

5 

Northern Natural Gas Co. 
(Horizon Field, Hansford 
County, Tex.) (R.R. District 
No. 10). 

10,047 

8- 2-66 

*9- 266 

2- 2-67 

2 16.5 

17.5 


—...do.............- 

225 

3 

Natural Gas Pipeline Co. of 
America (Twin Morrow Field, 
Hansford County, Tex.) (R. 

R. District No. 10 ). 

291 

8- 2-66 

2 9- 266 

2- 2-67 

2 »* 16.0 

,w 17.0 

RI67-45.... 

RI67-46.... 

Texaco Inc. (Opera¬ 
tor), et aL 

Sohio Petroleum Co. 

166 

U 97 

10 

14 9 

Kansas Nebraska Natural Gas 
Co.. Inc. (Southeast Camrlck 
Field, Texas County, Okia.) 
(Panhandle Area). 

El Paso Natural Gas Co. 

15,765 

8 - 266 

6-16-66 

*9- 266 

2 7-17-66 

2- 2 67 

(accepted) 
2- 2-67 

t to ti 16.0 

4 to 11 u 17, 6 

(Operator), et aL, 

970 First National 
Bldg., Oklahoma 
City, Okia. 73102, 
Attn: Mr. E. B. 
Harry, Jr. 

97 

10 

(Bakke Field, Andrews Coun¬ 
ty, Tex.) (R. R. District No. 

8 ) (Permian Basin Area). 

1,469 

8- 2-66 

2 9- 266 

10.1699 

• i* 15. 0 


Rale in 
effect 
subject to 
refund in 
docket Nos. 


G-10477.‘« 


2 The stated effective date Is the first day after expiration of the statutory notice. 

1 Redetermined rate increase. 

* Pressure base is 14.66 p.s.i.a. 

1 Includes base rate of 17.0 cents per Mcf plus upward B.t.u. adjustment. Base rate 
subject to upward and downward B.t.u. adjustment. 

•Includes base rate of 16.0 cents per Mcf plus upward B.t.u. adjustment. Base 
rate subject to upward and downward B.t.u. adjustment. 

1 Settlement rate in Texaco’s company-wide settlement In Docket Nos. G-8969, 
et al. Settlement order issued Dec. 30, 1963. Moratorium expired on Mar. 1, 1966. 

1 Two-step periodic rate increase. 

• Periodic rate increase. 

14 Subject to a downward B.t.u. adjustment. 

Texaco Inc. (Texaco) requests a retro¬ 
active effective date of March 1, 1966, for 
Supplement Nos. 4, 3. 6, 5, and 3 to its 
FPC Gas Rate Schedule Nos. 158, 159, 

180. 184, and 225, respectively; an effec¬ 
tive date of July 27, 1966, for Supplement 
No. 11 to its FPC Gas Rate Schedule No. 

148. and that Supplement No. 2 to its 
FPC Gas Rate Schedule No. 152 be per¬ 
mitted to become effective on September 
1. 1966. Texaco Inc. (Operator), et al. 

(also referred to as Texaco herein) re¬ 
quest a retroactive effective date of July 
27, 1966, for Supplement No. 10 to their 
FPC Gas Rate Schedule No. 166. Sohio 
Petroleum Co. (Operator), et al. (Sohio) 
request that their proposed rate increase 
be permitted to become effective as of 
August 31, 1966. Good cause has not 
been shown for waiving the 30-day no¬ 
tice requ^^ provided in section 4(d) 

Na tural Gas Act to permit earlier 
dates for the aforementioned 
Producers’ rate filings and such requests 
are denied. 

Sohio filed a contract amendment and 
a Proposed renegotiated rate increase 
from 10.1699 cents to 15.0 cents per Mcf 
* or a sale of gas to El Paso Natural Gas 
h° !? Permi &n Basin Area of Texas 
on such contract amendment. 
has Previously filed a rate schedule 
Jjmiity statement, in compliance with 
No * which establishes the 

PPUcabte rate for the subject sale is 
i cents per Mcf (area base rate of 


»* Includes l.Ocont per Mcf paid by buyer for seller’s waiving Us right to process gas. 
12 Bight-step periodic rate increase. 

12 Subject to a 1.75 cents per Mcf compression charge by buyer for gas compressed 
from Joe Morris No. A -2 Gas Unit. 

»• Contract Amendment dated J une 1,1966. Eliminates favored-nations provisions, 
establishes new periodic escalations which Is basis for presently proposed Increase, 
and extends contract term to Jan. 1, 1960. 

Renegotiated rate increase. 

11 Docket No. U-16477 Is consolidated in Docket No. AR61-I, et al. Area Rato 
Proceeding. 

17 Basic contract dated Dec. 19, 1956, and covers sate of residue gas derived from 
casinghead gas. 

Texaco and Sohio’s proposed Increased 
rates and charges exceed the applicable 
area price levels for increased rates as 
set forth in the Commission's statement 
of general policy No. 61-1, as amended 
(18 CFR Ch. I, Pt. 2. § 2.56). 

The Commission finds: 

(1) Good cause has been shown for 
accepting for filing Sohio’s proposed con¬ 
tract amendment dated June 1, 1966, 
designated as Supplement No. 9 to So- 
hio’s FPC Gas Rate Schedule No. 97, and 
for permitting such supplement to be¬ 
come effective as of July 17, 1966, the 
date of expiration of the statutory no¬ 
tice. 

(2) Except for the supplement set 
forth in (1) above, it is necessary and 
proper in the public interest and to aid 
in the enforcement’ of the provisions of 
the Natural Gas Act that the Commis¬ 
sion enter upon hearings concerning the 
lawfulness of the proposed changes, and 
that the above-designated supplements 
be suspended and the use thereof de¬ 
ferred as hereinafter ordered. 

The Commission orders: 

(A) Sohio’s contract amendment dated 
June 1, 1966, designated as Supplement 
No. 9 to Sohio's FPC Gas Rate Schedule 
No. 97, is accepted for filing and per¬ 
mitted to become effective as of July 
17, 1966. 

(B) Pursuant to the authority of the 
Natural Gas Act, particularly sections 4 
and 15 thereof, the Commission’s rules 


14.5 cents plus upward B.t.u. adjustment 
of 1.10 cents less treating costs of 2.79 
cents). Since the proposed increased 
rate of 15.0 cents exceeds the established 
applicable rate of 12.81 cents per Mcf, we 
conclude that such rate should be sus¬ 
pended as ordered herein for 5 months 
from September 2, 1966, the date of ex¬ 
piration of the statutory notice. Except 
for the stay of the moratorium in Opin¬ 
ion No. 468, Sohio’s rate increase filing 
would be rejectable. If the moratorium 
is ultimately upheld upon judicial review, 
the filing would be rejected ab initio. 

The contract amendment dated June 
1, 1966. tendered for filing by Sohio on 
June 16, 1966, eliminates the favored- 
nations provisions of the contract, estab¬ 
lishes new periodic escalations which is 
the basis for the presently proposed rate 
increase, and extends the term of the 
contract to January 1, 1980. The con¬ 
tract amendment has been designated 
as Supplement No. 9 to Sohio’s FPC Gas 
Rate Schedule No. 97. We believe that 
it would be in the public interest to ac¬ 
cept for filing Sohio’s aforementioned 
contract amendment to become effective 
as of July 17, 1966, the date of expira¬ 
tion of the statutory notice, but not the 
proposed rate contained therein which 
will be suspended as indicated below. 

The proposed changed rates and 
charges may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful. 
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of practice and procedure, and the regu¬ 
lations under the Natural Gas Act (18 
CFR Ch. I), public hearings shall be held 
upon dates to be fixed by notices from 
the Secretary concerning the lawfulness 
of the proposed increased rates and 
charges contained in the above-desig¬ 
nated supplements (except supplement 
No. 9 to Sohio’s FPC Gas Rate Schedule 
No. 96). 

(C) Pending hearings and decisions 
thereon, the above-designated rate sup¬ 
plement are hereby suspended and the 
use thereof deferred until the date indi¬ 
cated in the above “Date Suspended 
Until” column, and thereafter until 
such further time as they are made ef¬ 
fective in the manner prescribed by the 
Natural Gas Act. 

(D) Neither the supplements hereby 
suspended, nor the rate schedules sought 
to be altered thereby, shall be changed 
until these proceedings have been dis¬ 
posed of or until the periods of suspen¬ 
sion have expired, unless otherwise 
ordered by the Commission. 

(E) Notices of intervention or peti¬ 
tions to intervene may be filed with the 
Federal Power Commission, Washington, 
D.C. 20426, in accordance with the rules 
of practice and procedure (18 CFR 1.8 
and 1.37(f)) on or before October 12, 
1966. 

By the Commission. 

[seal] Joseph H. Gutride, 

Secretary. 

(FR. Doc. 66-9753; Filed, Sept. 7, 1966; 

8:45 a.m.) 


I Docket No. CP67-44] 

COMMUNITY NATURAL GAS CO., 
INC., AND MIDWESTERN GAS 
TRANSMISSION CO. 

Notice of Application 

August 30.1966. 

Take notice that on August 24, 1966, 
Community Natural Gas Co., Inc. (Ap¬ 
plicant), 111 North Main Street, Owens- 
ville, Ind. 47565, filed in Docket No. 
CP67-44 an application pursuant to sec¬ 
tion 7(a) of the Natural Gas Act for an 
order of the Commission directing the 
Midwestern Gas Transmission Co. (Re¬ 
spondent) to establish physical connec¬ 
tion of its transportation facilities with 
the facilities proposed to be constructed 
by Applicant and to sell and deliver to 
Applicant volumes of natural gas for re¬ 
sale and distribution by Applicant in the 
community of Holland, Ind., all as more 
fully set forth in the application which is 
on file with the Commission and open to 
public inspection. 

Specifically, Applicant proposes to con¬ 
struct and operate approximately 3 miles 
of 2-inch lateral line extending from a 
point of interconnection with the Re¬ 
spondent's transmission system in Pike 
County, Ind., to the town border of Hol¬ 
land, and to construct additions and im¬ 
provements to the existing Holland gas 
system, which system is being purchased 
by Applicant from the Serv All Develop¬ 
ing Co., Inc., of Holland, Ind. Applicant 


requests that the Commission order Re¬ 
spondent make physical connection of its 
transmission system with Applicant's 
lateral line and deliver and meter the 
natural gas proposed for resale in Hol¬ 
land, Ind., and environs. 

The application states that the third 
year annual and peak day requirements 
of Applicant are 64,000 Mcf and 560 Mcf 
respectively, and that the cost of the 
volumes of natural gas to be purchased 
by Applicant is computed at 46.90 cents 
per Mcf under Respondent’s SR-1 rate 
schedule. 

The total estimated cost of the pro¬ 
posed construction is $90,000, which cost 
will be financed through the sale of com¬ 
mon stock in the amount of $45,000 and 
a bank loan of $45,000 for interim financ¬ 
ing, which will be permanently financed 
at a later date. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington, D.C. 20426, in accord¬ 
ance with the rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10) on or before 
September 26, 1966. 

Gordon M. Grant, 
Acting Secretary. 

(FR. Doc. 66-9782; Filed, Sept. 7. 1966; 

8 :46 a.m. I 


(Docket No. E-7307J 

IDAHO POWER CO. 

Notice of Application 

August 30,1966. 

Take notice that on August 19, 1966, 
Idaho Power Co. (Applicant) filed an ap¬ 
plication with the Federal Power Com¬ 
mission seeking an order pursuant to sec¬ 
tion 204 of the Federal Power Act author¬ 
izing it to issue up to $30 million principal 
amount of first mortgage bonds. Appli¬ 
cant is incorporated under the laws of 
the State of Maine and is qualified to do 
business in the States of Idaho, Oregon, 
and Nevada with its principal place of 
business office at Boise, Idaho. Applicant 
is an electrical utility operating primarily 
in portions of southern and central 
Idaho, in a portion of Elko County in 
northern Nevada and in portions of four 
counties in the eastern part of Oregon. 
According to the Applicant the first 
mortgage bonds which will mature in 
1996 will be issued as a new series of 30- 
year bonds under Applicant’s mortgage 
and deed of trust dated as of October 1, 
1937, as supplemented, and as to be 
further supplemented by a new 17th sup¬ 
plemental indenture thereto, and will be 
sold following competitive bidding in ac¬ 
cordance with the Commission’s regula¬ 
tions under the Federal Power Act. 

According to the Applicant the bonds 
are to be issued for the purpose of ob¬ 
taining funds for the payment of short¬ 
term notes and the remaining balance of 
the net proceeds of the sale of said se¬ 
curities Is to be used for construction 
purposes, principally the Hells Canyon 
Unit of Project 1971, now under construc¬ 
tion and scheduled for completion early 
In 1968. Applicant now has short-term 
notes outstanding in the amount of 


$10,900,000 and applicant estimates that 
it will acquire and make additional short¬ 
term bank loans aggregating approxi¬ 
mately $9 million prior to the issuance of 
the first mortgage bonds. Between the 
period July 1,1966, to December 31,1967, 
Applicant expects to spend $34.5 million 
on the Hells Canyon Unit of Project No. 
1971, approximately $7 million on trans¬ 
mission lines and approximately $11 mil¬ 
lion on distribution lines and substations. 

Any person desiring to be heard or to 
make any protest with reference to the 
application should on or before Septem¬ 
ber 23, 1966, file with the Federal Power 
Commission, Washington, D.C. 20426, pe¬ 
titions or protests in accordance with the 
Commission’s rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10). The appli¬ 
cation is on file with the Commission and 
1 s available for public inspection. 

Gordon M. Grant. 

Acting Secretary. 

(FR. Doc. 66-9783; Filed. Sept. 7. 1966; 

8:46 am.] 


(Docket No. CP67-431 

UNITED GAS PIPE LINE CO. 


Notice of Application 


August 30,1966. 


Take notice that on August 24, 1966, 
United Gas Pipe Line Co. (Applicant), 
Post Office Box 1407, Shreveport, La. 
71102, filed in Docket No. CP67-43 an 
application pursuant to section 7<b) of 
the Natural Gas Act for permission and 
approval for the removal, abandonment, 
and sale of certain natural gas facilities, 
all as more fully set forth in the applica¬ 
tion which is on file with the Commission 
and open to public inspection. 

Specifically, Applicant seeks permis¬ 
sion and approval for the removal, 
abandonment, and sale of the follow¬ 
ing facilities: 

A. Refugio Compressor Station No. l, 

consisting of 8 Hope Type 3 VSA 160 
horsepower compressor units located in 
Lot No. 2, Block 6, Fee 2144, Refugio 
County, Tex.; - 

B. Edna Compressor Station No. L 
consisting of 24 Hope Type 3 VSA 160 
horsepower compressor units locat ^ * Q 
the Elizabeth McNutt Survey, Fee 22W, 


Jackson County, Tex.; 

C. Sterlington Compressor Station no. 

L, consisting of 4 Cooper Bessemer Type 
rSA 170 horsepower compressor units 
ocated in Sections 31 and 32 Townshi p 
10 North, Range 4 East, Fee 2271, Oua¬ 
chita Parish, La.; and , 

D. Bums Compressor Station^on^isl- 

ng of one Ingersoll Rand Type XVG 
aorsepower compressor o 

Section 15, Township 17 South, Rang^ 

East, SL 3326, St. Mary Parish, La. 

Applicant states that none of ^ 
stations have been operated ^ d 

member 1961, and are no ionger neea 
n Applicant’s operation• AdffiUonafiy, 
Applicant states that service to its cu 
tomers will not be affected. 

Protests or petitions to intervene may 

>e filed with the FederalPowerComm^ 
>ion, Washington, D.C. 20426, in * 
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ance with the rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10) and the regu¬ 
lations under the Natural Gas Act 
(§ 157.10) on or before September 26, 

1066. 

Take further notice that, pursuant to 
the authority contained in and subject to 
the jurisdiction conferred upon the Fed¬ 
eral Power Commission by sections 7 and 
15 of the Natural Gas Act and the Com¬ 
mission’s rules of practice and procedure, 
a hearing will be held without further 
notice before the Commission on this ap¬ 
plication if no protest or petition to in¬ 
tervene is filed within the time required 
herein, if the Commission on its own re¬ 
view of the matter finds that a grant of 
the certificate permission and approval 
for the proposed abandonment is re¬ 
quired by the public convenience and 
necessity. If a protest or petition for 
leave to intervene is timely filed, or if 
the Commission on its own motion be¬ 
lieves that a formal hearing is required, 
further notice of such hearing will be 
duly given. 

Under the procedure herein provided 
for, unless otherwise advised, it will be 
unnecessary for Applicant to appear or 
be represented at the hearing. 

Gordon M. Grant, 
Acting Secretary. 

[F.R. Doc. 66-9784; Filed. Sept. 7. 1966; 

8:46 ajn.l 


FEDERAL MARITIME COMMISSION 

ISTHMIAN LINES, INC., AND 
SEALAND SERVICE, INC. 

Notice of Agreement Filed for 
Approval 

Notice is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act. 1916, as 
amended (39 Stat. 733, 75 Stat. 763, 46 
U.S.C. 814). 

Interested parties may inspect and ob¬ 
tain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission, 1321 H Street NW„ 
Room 609; or may inspect agreement 
at the office of the District Managers, 
New York, N.Y., New Orleans, La., and 
oan Francisco, Calif. Comments with 
reference to an agreement including a 
« * or faring, if desired, may be 
submitted to the Secretary, Federal 
^antime Commission, Washington, D.C. 

within 20 days after publication 
i tnis notice in the Federal Register. 
copy of any such statement should also 
to the Party filing the 
(as indicated hereinafter) 

thi.Ku Comments should indicate that 
this has been done. 

^Notice of agreement filed for approval 

Mr j n 

ino Counsel. Isthmian Lines, 

* 90 Br °a<i Street. New York. N.Y. 10004. 

Linear? 611 * 9572 * between Isthmian 
. Inc., and Sealand Service, Inc., 


provides for the establishment of a 
transshipping arrangement for the 
transportation of general cargo on pre¬ 
paid through bills of lading from load¬ 
ing ports of Sealand within the Com¬ 
monwealth of Puerto Rico to ports of 
call of Isthmian in South Viet Nam with 
transshipment at the port or ports of 
New York, N.Y., and Baltimore, Md., un¬ 
der terms and conditions set forth in 
the agreement. 

Dated: September2,1966. 

By order of the Federal Maritime 
Commission. 

Francis C. Hurney, 
Special Assistant to the Secretary. 

(F.R. Doc. 66-9831; Filed, Sept. 7. 1966; 

8:50 a m.) 


PACIFIC FAR EAST LINE, INC., AND 
SAIPAN SHIPPING CO. 

Notice of Agreement Filed for 

Approval 

Notice is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act. 1916, as 
amended (39 Stat. 733, 75 Stat. 763, 46 
U.S.C. 814). 

Interested parties may inspect and ob¬ 
tain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission, 1321 H Street NW., 
Room 609; or may inspect agreements at 
the office of the District Managers, New 
York, N.Y., New Orleans, La., and San 
Francisco, Calif. Comments with ref¬ 
erence to an agreement including a re¬ 
quest for a hearing, if desired, may be 
submitted to the Secretary. Federal 
Maritime Commission, Washington, D.C. 
20573, within 20 days after publication of 
this notice in the Federal Register. A 
copy of any such statement should also 
be forwarded to the party filing the 
agreement (as indicated hereinafter) 
and the comments should indicate that 
this has been done. 

Notice of agreement filed for approval 
by: 

Mr. Howard C. Adams, Vice President, Pacific 

Far East Line, Inc., 918 Sixteenth Street 

NW., Washington. D.C. 20006. 

Agreement 9570, between Pacific Far 
East Line, Inc., and Saipan Shipping Co., 
provides for the establishment of a trans¬ 
shipping arrangement for the movement 
of cargo under through bills of lading 
between Pacific Coast ports of the United 
States and Hawaii served by PFEL and 
ports in the Trust Territory of the Pacific 
served by SAISHIP with transshipment 
at Guam, M.I., under terms and condi¬ 
tions set forth in the agreement. 

Dated: September 2,1966. 

By order of the Federal Maritime 
Commission. 

Francis C. Hurney, 
Special Assistant to the Secretary. 

(FR. Doc. 66-9832; Filed. Sept. 7, 1966; 

8:50 a.m.) 


OFFICE OF EMERGENCY 
PLANNING 

NEBRASKA 

Notice of Major Disaster 

Pursuant to the authority vested in me 
by the President under Executive Order 
10427 of January 16, 1953, Executive Or¬ 
der 10737 of October 29,1957, and Execu¬ 
tive Order 11051 of September 27, 1962 
(18 F.R. 407, 22 F.R. 8799, 27 F.R. 9683); 
Reorganization Plan No. 1 of 1958, Public 
Law 85-763, and Public Law 87-296; by 
virtue of the Act of September 30, 1950, 
entitled “An Act to authorize Federal 
assistance to States and local govern¬ 
ments in major disasters, and for other 
purposes’* (42 U.S.C. 1855-1855g), as 
amended: notice is hereby given of a 
declaration of “major disaster** by the 
President in his letter dated August 31, 
1966, reading in part as follows: 

I have determined that the damage in 
various areas of the State of Nebraska ad¬ 
versely affected by heavy rains and flooding 
beginning on or about August 12. 1966, Is 
of sufficient severity and magnitude to war¬ 
rant assistance by the Federal Government 
to supplement State and local efforts. 

I do hereby determine the following 
areas in the State of Nebraska to have 
been adversely affected by the catas¬ 
trophe declared a major disaster by the 
President in his declaration of August 
31, 1966: 

The counties of— 

Boone. Nance. 

Colfax. Platte. 

Greeley. Valley. 

Howard. 

Dated: September 1,1966. 

Farris Bryant, 
Director , 

Office of Emergency Planning. 

[PR. Doc. 66-9772; Filed. Sept. 7, 1966; 

8:45 ajn.) 


SECURITIES AND EXCHANGE 
COMMISSION 

(812-1964) 

AMERICAN & FOREIGN POWER CO., 
INC. 

Notice of Filing of Application Grant¬ 
ing Limited Exemptions to Com¬ 
pany and Its Subsidiaries 

September 1, 1966. 

Notice is hereby given that American 
& Foreign Power Co., Inc. <“Applicant*’), 
100 Church Street, New York, N.Y. 10006, 
has filed an application and amendment 
thereto pursuant to section 6(c) of the 
Investment Company Act of 1940 (“Act”) 
for an order granting limited exemptions 
to Applicant and its subsidiaries from 
sections 17(a) and 17(d), 21(b), 23(a) 
and 23(b), and 30 of the Act and the 
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rules and regulations thereunder. All 
interested persons are referred to the 
amended application on file with the 
Commission for a statement of the repre¬ 
sentations therein, which are sum¬ 
marized below. 

Applicant, a Maine corporation, is a 
majority-owned subsidiary of Electric 
Bond & Share Co., a registered closed- 
end nondiversifled management invest¬ 
ment company, which at December 31, 
1965, owned 55.63 percent of the out¬ 
standing common stock of Applicant. 
Since 1960, Applicant has sold certain of 
its utility properties to the governments 
of the countries where the properties 
were located, which sales have resulted 
in the receipt by Applicant of dollar 
obligations issued, or guaranteed, by the 
purchasing governments, and which rep¬ 
resented the bulk of the purchase prices. 
In addition, Applicant’s Cuban properties 
were seized without compensation in 
1960. As a consequence of these events. 
Applicant filed an application to be de¬ 
clared not to be an investment company 
or for complete exemption from the Act, 
and the Commission issued findings, 
opinion and order holding that the Latin 
American government obligations are 
investment securities within the mean¬ 
ing of the Act and that Applicant is an 
investment company and no longer pri¬ 
marily a public utility holding company. 
(Investment Company Act Release No. 
4590.) The effectiveness of this order 
has been stayed to September 3, 1966, 
pursuant to Applicant’s request, subject 
to the conditions set forth in the Com¬ 
mission’s orders of December 23, 1964, 
and December 29. 1964. (Investment 
Company Act Releases Nos. 4109 and 
4123.) 

Applicant and its fully owned invest¬ 
ment company subsidiaries propose to 
register under the Act and seek the fol¬ 
lowing limited exemptions which they 
deem necessary in the special circum¬ 
stances of their reinvestment program in 
Latin America. 

A. Transactions with affiliates where 
the only affiliated relationship arises out 
of a previous investment made outside 
the United States (secs. 17(a) and 17 
(d)): 

Section 17(a) of the Act prohibits an 
affiliated person of a registered invest¬ 
ment company, or an affiliated person 
of such a person, from effecting certain 
sales, purchases or borrowings from such 
company, unless the Commission upon 
application pursuant to section 17(b) 
grants an exemption from the provisions 
of section 17(a). Under section 17(d) 
of the Act and Rule 17d-l thereunder, 
it is unlawful for any affiliated person 
of a registered investment company to 
participate in or effect any transaction 
in connection with any joint enterprise 
or other joint arrangement or profit- 
sharing plan in which the registered 
investment company is a participant, 
unless the Commission upon application 
grants an exemption regarding such 
joint enterprise. 

Applicant and its subsidiaries request 
exemption from sections 17(a) and 17 
(d) of the Act and the rules promulgated 


thereunder, to the extent applicable to 
permit Applicant and its subsidiaries 
without prior submission to the Commis¬ 
sion to enter into transactions of the 
nature described below with foreign affil¬ 
iated enterprises or affiliated persons 
thereof where (i) the term "foreign 
affiliated enterprise" shall mean an 
enterprise operating outside the United 
States (except for incidental activities 
in the United States) and the affiliation 
arises solely out of Applicant’s previous 
direct or indirect investment in the for¬ 
eign affiliated enterprise, and (ii) "affil¬ 
iated persons’* shall mean only those who 
become such as a result of an investment 
in the foreign affiliated enterprise: 

1. To acquire additional equity se¬ 
curities of foreign affiliated enterprises 
where such securities are not part of a 
general offering to the holders of a class 
of securities of the foreign affiliated en¬ 
terprise; 

2. To lend money or property to non- 
controlled foreign enterprises; 

3. To enter into joint arrangements or 
guarantees for the purchase of equip¬ 
ment for, the financing of accounts re¬ 
ceivable of, and the provision of other 
similar financial assistance to, foreign 
affiliated enterprises, together with other 
affiliated persons of such foreign affili¬ 
ated enterprises; 

4. To enter into or modify contractual 
arrangements with foreign affiliated en¬ 
terprises, including arrangements for the 
rendering of services and royalty, techni¬ 
cal, operating and similar agreements. 

Notwithstanding the foregoing, Appli¬ 
cant has stipulated that transactions 
pursuant to the exemptions described 
above shall conform with the require¬ 
ments of Rule 17a-6 promulgated under 
the Act whether or not that rule by its 
terms is applicable to such transactions: 
Provided, however , That, solely for the 
purpose of these exemptions and in ap¬ 
plying the provisions of Rule 17a-6 for 
that purpose, (i) the ownership by Elec¬ 
tric Bond & Share Co. of stock* of Appli¬ 
cant, and the ownership by Applicant of 
stock of Argentine Electric Co., Brazilian 
Electric Power Co., and South American 
Power Co. (all three of which are fully 
owned subsidiaries of applicant), shall 
not limit or deny such exemptions, and 
(ii) a nonpublic company shall mean a 
foreign affiliated enterprise having not 
more than 100 security holders who are 
citizens or residents of or are incorpo¬ 
rated under the laws of the United States 
of America or any state thereof. 

In connection with these exemptions, 
Applicant agrees that such exemptions 
will not apply to any transaction between 
it and any of its officers and directors or 
controlling persons or affiliates of such 
persons. The complete extent of the 
exemption sought is that there should be 
removed from the ambit of section 17, 
transactions with affiliates and with 
affiliates of affiliates where the affiliated 
relationship is solely the result of invest¬ 
ments made in one or more foreign coun¬ 
tries. Accordingly, Applicant w'ould not 
be relieved of its obligations under the 
Act with respect to transactions with 
Electric Bond & Share Co. or its subsidi¬ 


aries outside Applicant’s system, the offi¬ 
cers or directors of Electric Bond & Share 
Co., or applicant's own officers and direc¬ 
tors and affiliates of such officers and 
directors. 

B. Loans and advances to controlled 
companies and subsidiaries and the ac¬ 
quisition of securities in connection 
therewith (sec. 21 (b)): 

Section 21(b) of the Act prohibits, with 
certain exceptions not here relevant, the 
making of loans by a registered invest¬ 
ment company to a person under com¬ 
mon control with such registered invest¬ 
ment company. Therefore, it would 
prohibit loans by wholly owned subsidi¬ 
aries of Applicant to certain nonwholly 
owned subsidiaries. In order to permit 
flexibility of operations. Applicant re¬ 
quests that loans or advances by wholly 
owned subsidiaries of Applicant to non¬ 
wholly owned controlled companies and 
subsidiaries on the same tier, and the 
acquisition of securities in connection 
therewith, be exempted from section 21 
(b) of the Act so long as the lending 
subsidiary of Applicant continues to be 
wholly owned by Applicant. 

C. Issuance of stock pursuant to exer¬ 
cise of existing stock options (secs. 23(a) 
and 23(b)): 

Section 23(a) states, in part, that no 
registered closed-end investment com¬ 
pany shall issue any of its securities for 
services. Section 23(b) of the Act pro¬ 
vides, with certain exceptions, that no 
registered closed-end investment com¬ 
pany shall sell common stock of which 
it is the issuer at a price below the cur¬ 
rent net asset value of such stock, ex¬ 
clusive of any distributing commission 
or discount. 

Applicant has had in force since 1955 
a Key Employees’ Stock Ownership Plan, 
which Plan and the principal amend¬ 
ments thereto were approved by Appli¬ 
cant's shareholders. The restricted and 
qualified stock options issued thereunder 
provide for purchases of Applicant s 
common stock at 100 percent of the mar¬ 
ket price of the stock on the respective 
dates on which the options were issued. 
As of May 31, 1966 there were outstand¬ 
ing under this Plan options to purchase 
39,810 shares of Applicant’s common 
stock which options are held by 22 per¬ 
sons and have expiration dates running 
until 1973. No options have been issued 
under the Plan since December 17, 1964. 
and Applicant does not propose to issue 
any further options. Applicant states 
that the amount of stock presently sub¬ 
ject to existing options is approximatei 
0.5 percent of the total number oi share 
outstanding, and the dilution in corpo- 
rate and consolidated earnings tn 
would result from the immediate exe ‘ 
else of all the outstanding options wouia 
be about 1 cent per share based up 
earnings for the 12 -month period en 
May 31, 1966, without 8 lv ing effectJ. 
any additional earnings on the tunes 
that would be received by Appllc^, 
the exercise of the options. 
requests exemption from sections - 
and 23(b) of the Act so as to 
to Issue to the persons holding tnese p 
tlons the shares of Applicant 
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called for upon exercise of the options 
and thereby fulfill its contractual obliga¬ 
tions to the persons holding these 

options. 

D. Exemptions from reporting require¬ 
ments of the Act for the fully-owned 
subsidiaries of Applicant which are 
themselves investment companies (sec. 


30): 

Applicant has two fully owned sub¬ 
sidiaries which formerly were subholding 
companies over utility subsidiaries and 
whose assets now consist principally of 
government obligations received on the 
sale of utility properties. These com¬ 
panies are Argentine Electric Cos. and 
Brazilian Electric Power Co., both or¬ 
ganized under the laws of Florida. 
These companies intend to register as 
investment companies under the Act. 
Applicant has another fully owned sub¬ 
sidiary. South American Power Co., also 
organized under the laws of Florida, 
which will become an investment com¬ 
pany upon the sale of its utility holdings 
for government obligations. South 
American Power Co. proposes to register 
under the Act as an investment company 
at that time. 

Section 30 provides, in relevant part, 
that every registered investment com¬ 
pany shall file with the Commission cer¬ 
tain information and reports including 
such periodic reports as the Commission 
may require by rule or regulation. 

Applicant requests that Argentine 
Electric Cos., Brazilian Electric Power 
Co. and South American Power Co. after 
registration on Forms N-8A and N-8B-1 
be exempted from all reporting require¬ 
ments under section 30 of the Act and 
the rules thereunder, except as the Com¬ 
mission may direct otherwise, so long as 
these companies remain fully owned sub¬ 
sidiaries of Applicant. 

With respect to the exemptions re¬ 
quested for its wholly owned subsidiaries, 
Applicant states that these subsidiaries 
will not take any action which Applicant 
could not itself take under the terms of 
a , Ac ^ anc * exemptions granted to 
Applicant. 


In support of its request, Applicant 
siates that the investment community in 
katin America has many characteris- 
ics different from those existing in the 
united States which would make subjec- 
Appllca nt to sections 17(a), 17(d), 
na 21(b) of the Act for which exemption 
unnecessary, inappropriate 
tirm ,i'? eusome - and the applica- 
n of these provisions to the developing 
fmeS!?? 1 ? ^tin America could seri- 
y interfere with applicant's ability 
out contractual reinvestment 

commitments. 

e^ tlce k furth er given that any inter- 

temh^ n may ' not later Sep- 

to J**. 1966, at 5:30 pm., submit 
for a u Comm ission in writing a request 
bv a on matter accompanied 

j^rtatement as to the nature of his 

the RqnJ h f/ eason for 5uch request and 
Posed any * °* fact or of law pro- 

trovcrted. or he may re- 
sion ,5 e be notified If the Commis- 
should order a hearing thereon. 

h 0 communlcatlon should be ad- 
“• Secretary, Securities and Ex- 


change Commission, Washington, D.C. 
20549. A copy of such request shall be 
served personally or by mall (airmail if 
the person being served is located more 
than 500 miles from the point of mail¬ 
ing) upon Applicant at the address 
stated above. Proof of such service (by 
affidavit or in case of an attorney at law 
by certificate) shall be filed contempo¬ 
raneously with the request. At any time 
after said date, as provided by Rule 0-5 
of the rules and regulations promulgated 
under the Act, an order disposing of the 
application herein may be issued by the 
Commission upon the basis of the in¬ 
formation stated in said application, 
unless an order for hearing upon said 
application shall be issued upon request 
or upon the Commission’s own motion. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[F.R. Doc. 66-9822: Filed. Sept. 7, 1966; 

8:49 a.m.J 


[File No. 7-2599) 

AMERICAN SEATING CO. 

Notice of Application for Unlisted 

Trading Privileges and of Oppor¬ 
tunity for Hearing 

September 1,1966. 

In the matter of application of the 
Detroit Stock Exchange, for unlisted 
trading privileges in a certain security. 

The above-named national securities 
exchange has filed an application with 
the Securities and Exchange Commission 
pursuant to section 12(f)(1)(B) of the 
Securities Exchange Act of 1934 and Rule 
12f-l thereunder, for unlisted trading 
privileges in the common stock of the 
following company, which security is 
listed and registered on one or more 
other national securities exchanges: 

American Seating Co., File 7-2599. 

Upon receipt of a request, on or be¬ 
fore September 16, 1966, from any inter¬ 
ested person, the Commission will deter¬ 
mine whether the application shall be set 
down for hearing. Any such request 
should state briefly the nature of the 
interest of the person making the re¬ 
quest and the position he proposes to 
take at the hearing, if ordered. In addi¬ 
tion, any interested person may submit 
his views or any additional facts bearing 
on the said application by means of a 
letter addressed to the Secretary. Securi¬ 
ties and Exchange Commission, Wash¬ 
ington 25, D.C., not later than the date 
specified. If no one requests a hearing, 
this application will be determined by 
order of the Commission on the basis of 
the facts stated therein and other infor¬ 
mation contained in the official files of 
the Commission pertaining thereto. 

For the Commission (pursuant to dele¬ 
gated authority). 

[seal! Orval L. DuBois. 

Secretary, 

(F.R. Doc. 66-9823; Filed, Sept. 7. 1966; 

8:49 a.m.] 


[File No. 7-2600-2606J 

ITEK CORP. ET AL. 

Notice of Applications for Unlisted 

Trading Privileges and of Oppor¬ 
tunity for Hearing 

September 1, 1966. 

In the matter of applications of the 
Philadelphia - Baltimore - Washington 
Stock Exchange; for unlisted trading 
privileges in certain securities. 

The above-named national securities 
exchange has filed applications with the 
Securities and Exchange Commission 
pursuant to section 12(f)(1)(B) of the 
Securities Exchange Act of 1934 and Rule 
12f-l thereunder, for unlisted trading 
privileges in the common stocks of the 
following companies, which securities are 
listed and registered on one or more 
other national securities exchanges: 

Itek Corp.. File 7-2600. 

Emerson Electric Co., File 7-2601. 

United Whelan Corp.. File 7-2602. 

Massey-Ferguson, Ltd.. File 7-2603. 

Walter Kidde & Co.. Inc., File 7-2604. 

Consolidated Foods Corp., File 7-2605. 

Bucyrus-Erie Co., File 7-2606. 

Upon receipt of a request, on or before 
September 16, 1966, from any interested 
person, the Commission will determine 
whether the application with respect to 
any of the companies named shall be set 
down for hearing. Any such request 
should state briefly the title of the se¬ 
curity in which he is interested, the 
nature of the interest of the person mak¬ 
ing the request, and the position he pro¬ 
poses to take at the hearing, if ordered. 
In addition, any interested person may 
submit his views or any additional facts 
bearing on any of the said applications 
by means of a letter addressed to the 
Secretary. Securities and Exchange 
Commission, Washington 25, D.C., not 
later than the date specified. If no one 
requests a hearing with respect to any 
particular application, such application 
will be determined by order of the Com¬ 
mission on the basis of the facts stated 
therein and other information contained 
in the official files of the Commission 
pertaining thereto. 

For the Commission (pursuant to dele¬ 
gated authority). 

[seal] Orval L. DuBois, 

Secretary. 

| F.R. Doc. 66-9824; Filed. Sept. 7. 1966; 

8:49 a.m.] 

SMALL BUSINESS 
ADMINISTRATION 

[Declaration of Disaster Area 5871 

NEW MEXICO AND TEXAS 
Declaration of Disaster Area 

Whereas, it has been reported that 
during the month of August 1966, be¬ 
cause of the effects of certain disasters, 
damage resulted to residences and busi¬ 
ness property located in Eddy County in 
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the State of New Mexico, and Hudspeth 
County in the State of Texas; 

Whereas, the Small Business Adminis¬ 
tration has investigated and has received 
other reports of investigations of condi¬ 
tions in the areas affected; 

Whereas, after reading and evaluating 
reports of such conditions, I find that 
the conditions in such areas constitute a 
catastrophe within the purview of the 
Small Business Act, as amended. 

Now, therefore, as Administrator of 
the Small Business Administration, I 
hereby determine that: 

1. Applications for disaster loans un¬ 
der the provisions of section 7(b)(1) of 
the Small Business Act. as amended, may 
be received and considered by the offices 
below indicated from persons or firms 
whose property, situated in the aforesaid 
Counties and areas adjacent thereto, 
suffered damage or destruction result¬ 
ing from floods and accompanying con¬ 
ditions occurring on or about August 22, 
1966. 

Offices 

Small Business Administration Regional 

Office, 600 Gold Avenue SW., Albuquerque, 

N. Mex. 87101. 

Small Business Administration Regional 

Office. 1616 19th Street, Lubbock, Tex. 

79401. 

2. Temporary offices will be located 
in Carlsbad, N. Mex., and Dell City, Tex., 
addresses to be announced locally. 

3. Applications for disaster loans un¬ 
der the authority of this declaration will 
not be accepted subsequent to February 
28. 1967. 

Dated: August26,1966. 

Bernard L. Boutin, 

Administrator . 

|F.R. Doc. 66-9806; Filed, Sept. 7, 1966; 

8:48 a.ra.] 

INTERSTATE COMMERCE 
COMMISSION 

[Notice 411] 

MOTOR CARRIER ALTERNATE ROUTE 
DEVIATION NOTICES 

September 2, 1966. 

The following letter-notices of pro¬ 
posals to operate over deviation routes 
for operating convenience only have been 
filed with the Interstate Commerce Com¬ 
mission, under the Commissio n’s D evia- 
tion Rules Revised, 1957 (49 CFR 211.1 
(c) (8)) and notice thereof to all inter¬ 
ested persons is hereby given as provided 
in such rules (49 CFR 211.1(d) (4)). 

Protests against the use of any pro¬ 
posed deviation route herein described 
may be filed with the Interstate Com¬ 
merce Commission in the manner and 
form provided in such rules (49 CFR 
211.1(e)) at any time, but will not oper¬ 
ate to stay commencement of the pro¬ 
posed operations unless filed within 30 
days from the date of publication. 

Successively filed letter-notices of the 
same carrier under the Commission’s 
Deviation Rules Revised, 1957, will be 
numbered consecutively for convenience 


in identification and protests if any 
should refer to such letter-notices by 
number. 

Motor Carriers of Property 

No. MC 3560 (Deviation No. 11), GEN¬ 
ERAL EXPRESSWAYS, INC., 1205 South 
Platte River Drive, Denver, Colo. 80223, 
filed August 26, 1966. Carrier’s repre¬ 
sentative: Ken Wolford (same address as 
applicant). Carrier proposes to operate 
as a common carrier, by motor vehicle, 
of general commodities, with certain ex¬ 
ceptions, over a deviation route as fol¬ 
lows: From Akron, Ohio, over U.S. High¬ 
way 224 to New Castle, Pa., thence over 
U.S. Highway 422 to Ebensburg, Pa., 
thence over U.S. Highway 22 to junction 
U.S. Highway 11 near Amity Hall, Pa., 
thence over U.S. Highway 11 to Harris¬ 
burg, Pa., and return over the same route, 
for operating convenience only. The 
notice indicates that the carrier is pres¬ 
ently authorized to transport the same 
commodities over pertinent service routes 
as follows; (1) From Cleveland, Ohio, 
over Ohio Highway 176 (formerly por¬ 
tion U.S. Highway 21), to junction un¬ 
numbered highway (formerly portion 
U.S. Highway 21), at or near Ghent, 
Ohio, thence over unnumbered highway 
to Montrose, Ohio, thence over Ohio 
Highway 18 to Akron, Ohio, (2) from 
Cleveland, Ohio, over U.S. Highway 422 
to junction Ohio Highway 8, thence over 
Ohio Highway 8 to Canton, Ohio, (3) 
from Canton, Ohio, over U.S. Highway 30 
to junction Pennsylvania Turnpike near 
Irwin, Pa., thence over Pennsylvania 
Turnpike to junction U.S. Highway 11, 
thence over U.S. Highway 11 to Harris¬ 
burg, Pa. 

Thence over U.S. Highway 22 to Junc¬ 
tion unnumbered highway near Paxtonia, 
Pa., thence over unnumbered highway 
via Paxtonia, Manadahill, Grantville, 
East Hanover, Jonestown, and Freder¬ 
icksburg, Pa., to junction U.S. High¬ 
way 22, thence over U.S. Highway 22 to 
junction unnumbered highway near 
Bethel, Pa., thence over unnumbered 
highway via Bethel and Strausstown, 
Pa., to junction U.S. Highway 22, thence 
over U.S. Highway 22 to junction un¬ 
numbered highway near Walbert, Pa., 
thence over unnumbered highway via 
Allentown, Bethlehem, Butztown, and 
Wilson, Pa., to Easton, Pa., thence over 
U.S. Highway 22 to junction unnum¬ 
bered highway (formerly portion U.S. 
Highway 22), thence over unnumbered 
highway to Clinton, N.J., thence over 
unnumbered highway via Annandale, 
Lebanon, Potterstown, and Whitehouse, 
N.J., to junction U.S. Highway 22, thence 
over U.S. Highway 22 to Junction New 
Jersey Highway 28. thence over New Jer¬ 
sey Highway 28 to junction U.S. Highway 
1 near Elizabeth, N.J., and (4) from Can¬ 
ton, Ohio, to Harrisburg, Pa., as specified 
above, thence over U.S. Highway 230 to 
Lancaster, Pa., thence over U.S. Highway 
30 to junction Business Route U.S. High¬ 
way 30 (formerly portion U.S. Highway 
30), thence over Business Route U.S. 
Highway 30 to Downingtown, Pa., thence 
over U.S. Highway 322 to junction U.S. 
Highway 1 near Chadds Ford, Pa., and 
return over the same routes. 


No. MC 76032 (Deviation No. 12), 
NAVAJO FREIGHT LINES, INC.. 1205 
South Platte River Drive, Denver, Colo. 
80223, filed August 19, 1966. Carriers 
representative: Ken Wolford (same ad¬ 
dress as applicant). Carrier proposes 
to operate as a common carrier, by motor 
vehicle, of general commodities, with 
certain exceptions, over deviation routes 
as follows: (1) From Denver, Colo., over 
Interstate Highway 25 to Albuquerque, 
N. Mex., (2) from Albuquerque. N. Mex., 
over Interstate Highway 40 to junction 
Interstate Highway 15 at or near Bars- 
tow. Calif., thence over Interstate High¬ 
way 15 to junction Interstate Highway 
10 at or near San Bernardino, Calif., 
thence over Interstate Highway 10 to 
Los Angeles, Calif., and (3) from Albu¬ 
querque, N. Mex., over Interstate High¬ 
way 40 to Amarillo, Tex., and return over 
the same routes, for operating con¬ 
venience only. The notice indicates 
that the carrier is presently authorized 
to transport the same commodities, over 
pertinent service routes as follows: (1) 
From Denver. Colo., over U.S. Highway 
85 to Albuquerque, N. Mex. (also from 
junction U.S. Highway 85 and unnum¬ 
bered Colorado Highway (formerly 
shown as Colorado Highway 393 > near 
Larkspur, Colo., over unnumbered high¬ 
way to junction Colorado Highway 105, 
near Monument, Colo., thence over 
Colorado Highway 105 to junction U.S. 
Highway 85; also from junction un¬ 
numbered highway (formerly shown as 
old U.S. Highway 85) and U.S. High¬ 


way 85, north of Crow, Colo., over un¬ 
numbered highway to junction US. 
Highway 85), (2) from Los Angeles, 
Calif., over U.S. Highway 66 to junction 
unnumbered highway (formerly portion 
U.S. Highway 66), thence over unum¬ 
bered highway via Oro Grande and Len- 
wood, Calif., to Barstow. Calif., thence 
over U.S. Highway 66 to Albuquerque, 
N. Mex., (3) from Los Angeles. Cam.: 
as specified next above to junction New 
Mexico Highway 6 near Correo. N. Mex., 
thence over New Mexico Highway 6 to 
junction U.S. Highway 85. thence over 
U.S. Highway 85 to Albuquerque, 
N. Mex., (4) from Los Angeles. Cam., 
over U.S. Highway 60 to Wickenburg, 
Ariz., thence over U.S. Highway 89 to 
junction U.S. Highway 66, thence over 
U.S. Highway 66 to Albuquerque, 
N. Mex., (5) from Los Angeles, Cam., 
over UJS. Highway 60 to Wickenbui_. 
Ariz., thence over U.S. Highway 89 to 
junction Alternate U.S. Highway 89, 
thence over Alternate U.S. Highway 
to junction U.S. Highway 66, at Flag¬ 
staff. Ariz.. thence over UB. KUghway 
66 to Albuquerque, N. Mex.. and (6) from 
Amarillo, Tex., over U.S. Highway 
Albuquerque, N. Mex., and return c 
the same routes. 

No. MC 76032 (Deviation No. MJj 
NAVAJO FREIGHT LINES, INC., 12 
South Platte River Drive, 

80223, filed August 19. 1966. Came 
representative: Ken Wolford <sam^ s 
dress as applicant). Carriei P r 
to operate as a common carrier, by 
vehicle, of general com " lol j , J i ‘ i e n ' rou te 
certain exceptions, over a deviation rou 
as follows: From Denver, Colo., o« 
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Interstate Highway 70 to Kansas City. 
Mo., and return over the same route, for 
operating convenience only. The no¬ 
tice indicates that the carrier is presently 
authorized to transport the same com¬ 
modities over a pertinent service route 
as follows: From Chicago. Ill., over Al¬ 
ternate U.S. Highway 30 to Sterling, HI., 
thence over Hlinois Highway 2 to junc¬ 
tion Illinois Highway 78, thence over 
Illinois Highway 78 to junction U.S. 
Highway 24, thence over U.S. Highway 
24 to Monroe City. Mo., thence over U.S. 
Highway 36 to Cameron, Mo., thence 
over U.S. Highway 69 to Kansas City, 
Mo., thence over U.S. Highway 40 to 
Denver, Colo., and return over the same 
route. 

No. MC 108461 (Deviation No. 3), 
WHITFIELD TRANSPORTATION. 
INC., 300-316 North Clark Road, Post 
Office Drawer 9897, El Paso, Tex. 79989, 
filed August 25, 1966. Carrier proposes 
to operate as a common carrier, by motor 
vehicle, of general commodities, with 
certain exceptions, over a deviation route 
as follows: Between Van Horn, Tex., and 
San Antonio, Tex., over U.S. Highway 90, 
for operating convenience only. The 
notice indicates that the carrier is pres¬ 
ently authorized to transport the same 
commodities, over a pertinent service 
route as follows: From San Antonio, 
Tex., over U.S. Highway 87 to Comfort, 
Tex., thence over Texas Highway 27 to 
junction U.S. Highway 290, thence over 
U.S. Highway 290 to junction U.S. High¬ 
way 80. thence over U.S. Highway 80 to 
El Paso, Tex., and return over the same 
route. 

By the Commission. 

[seal] H. Neil Garson, 

Secretary. 

IFJI. Doc. 66-9849; Filed, Sept. 7, 1968; 

8:51 ajn.] 


[Notice 962[ 

motor carrier applications and 
certain other proceedings 

September 2. 1966. 

•nwf publications are rov- 

th. n by the new Special Rule 1.247 of 
iuf,~T, nn i isslon ’ s rules of Practice, pub- 
iwLw the PEDERAt Register, issue of 

.inn,, er which became effective 

January j, 1964 . 

reiwt *?|j bdca tions hereinafter set forth 
filpfi s ,? ope °* the applications as 
scrlnt,L aPPlJcant - and may include de- 
whlrh n " ’ restrictions, or limitations 
the Comm - 1 !? 4 ,n a form *cceptable to 
mateivT!’ 551 ^- Authority which ulti- 
the granted as a result of 

necessftHi« at °« s here notic ed will not 
forth in tho^^ the Phraseology set 
Wll el m^ e . appUcatlon as filed - but aIso 
not accent!w a ? y restrictions which are 
ctptable to the Commission. 

Plications Assigned for Oral Hearing 
m °to r carriers of property 

^Uon) M mifL (Sub ‘ N °- 15) (RepubU- 
Pe DER ai ; R^? TC Mar< r h 10. 1966, published 

and reDuhi i «hZf\£ sue of April 7 - 1966 > 
^hed, this issue. Applicant: 


SCHWENZER BROS. INC., 767 St. 
George Avenue, Woodbridge, N.J. Ap¬ 
plicant’s representative: William J. Au- 
gello, Jr.. 2 West 45th Street, New York, 
N.Y. 10036. By application filed March 
10, 1966, applicant seeks a permit au¬ 
thorizing operations, in interstate or for¬ 
eign commerce, as a contract carrier by 
motor vehicle, over irregular routes, of 
petroleum, petroleum products, metha¬ 
nols, and such commodities as are or¬ 
dinarily used or distributed by wholesale 
or retail suppliers, marketers, or dis¬ 
tributors of petroleum products, between 
Sewaren, N.J., on the one hand, and. on 
the other, steamship piers located in 
Bergen, Essex, Hudson, and Union Coun¬ 
ties, N.J., and railroad piggyback ramps 
in Bergen. Hudson, Mercer, Somerset, 
and Union Counties, N.J., in trailers fur¬ 
nished by shippers, consignees or agents 
thereof, under a continuing contract or 
contracts with Shell Oil Co., New York, 
N.Y. An order of the Commission, Op¬ 
erating Rights Board No. 1, dated August 
19. 1966, and served August 30, 1966, 
finds that operation by applicant, in in¬ 
terstate or foreign commerce, as a con¬ 
tract carrier by motor vehicle, over 
irregular routes, of petroleum, petroleum 
products, methanols, and such commodi¬ 
ties as are ordinarily used or distributed 
by wholesale or retail suppliers, mar¬ 
keters, or distributors of petroleum prod¬ 
ucts, between Sewaren, N.J., on the one 
hand, and, on the other, (a) points in 
Bergen, Hudson, and Union Counties, 
N.J., restricted to the transportation of 
traffic having a prior or subsequent 
movement either by rail or water. 

(b) Points in Essex County, N.J., re¬ 
stricted to the transportation of traffic 
having a prior or subsequent movement 
by water, and (c) points in Mercer and 
Somerset Counties, N.J., restricted to the 
transportation of traffic having a prior or 
subsequent movement by rail; all of said 
authority is restricted against the move¬ 
ment of such commodities, in bulk, in 
tank vehicles, and to the performance of 
service under a continuing contract with 
Shell Oil Co., of New York, N.Y., will be 
consistent with the public interest and 
the national transportation policy; that 
applicant is fit, willing, and able prop¬ 
erly to perform such service and to con¬ 
form to the requirements of the Inter¬ 
state Commerce Act and the Commis¬ 
sion’s rules and regulations thereunder. 
Because it is possible that other parties 
may have an interest in and would be 
prejudiced by the lacl^ of proper notice 
of the authority described in the findings 
in this order, a notice of the authority 
actually granted will be published in the 
Federal Register and issuance of a per¬ 
mit in this proceeding will be withheld 
for a period of 30 days from the date of 
such publication, during which period 
any proper party in interest may file an 
appropriate protest or other pleading. 

No. MC 105809 (Sub-No. 11) (Republi¬ 
cation), filed December 27, 1965, pub¬ 
lished Federal Register issue of January 
20, 1966, and republished, this issue. 
Applicant: ROBERT E. MACK. ED¬ 
WARD F. MACK, JOSEPH P. HOEY, 
ALBERT ROLAND FUNK, CARL 
BROWN, HARRY ROBSON, AND JOHN 


BALLOCK. a partnership, doing business 
as MACK TRANSPORTATION COM¬ 
PANY, 4330 Torresdale Avenue, Phila¬ 
delphia, Pa. 19124. Applicant's repre¬ 
sentative: V. Baker Smith. 2107 Fidelity- 
Philadelphia Trust Building, Philadel¬ 
phia, Pa. 19109. By application filed De¬ 
cember 27,1965, applicant seeks a permit 
authorizing operations, in interstate or 
foreign commerce, as a contract carrier 
by motor vehicle, over irregular routes, of 
general commodities, between the facili¬ 
ties of the Philco Distributors, Inc., lo¬ 
cated at King of Prussia, Montgomery 
County, Pa., on the one hand, and, on the 
other, points in the New York, N.Y., com¬ 
mercial zone, as defined by the Commis¬ 
sion in 1 M.C.C. 665, and those in New 
Jersey, Pennsylvania, Delaware, Mary¬ 
land, and the District of Columbia, lim¬ 
ited to a service in which said carrier 
leases trucks with drivers to Philco Dis¬ 
tributors, Inc., for the exclusive trans¬ 
portation of such shipper’s property. 

A corrected order of the Commission, 
Operating Rights Board No. 1. dated July 
29,1966, and served August 29,1966, finds 
that operation by applicants, in inter¬ 
state or foreign commerce, as a contract 
carrier by motor vehicle, over irregular 
routes, of radios, televisions, phono¬ 
graphs, tape recorders, advertising mate¬ 
rials, household appliances, and related 
accessories therefor when moving in con¬ 
nection therewith, between King of Prus¬ 
sia, Pa., on the one hand, and, on the 
other, points in New Jersey, Delaware, 
and Maryland (except Baltimore, Md.>, 
under a continuing contract with Philco 
Distributors, Inc., a subsidiary of Philco 
Corp., of Philadelphia, Pa., will be con¬ 
sistent with the public interest and the 
national transportation policy: that ap¬ 
plicants are fit, willing, and able properly 
to perform such service and to conform 
to the requirements of the Interstate 
Commerce Act and the Commission’s 
rules and regulations thereunder. Be¬ 
cause it is possible that other parties, 
who have relied upon the notice of the 
application as published, which included 
the restriction set forth in the next pre¬ 
ceding paragraph, may have an interest 
in and would be prejudiced by the lack of 
proper notice of the authority described 
hi the findings herein, a notice of the 
authority actually granted will be pub¬ 
lished in the Federal Register and issu¬ 
ance of a permit herein will be withheld 
for a period of 30 days from the date of 
such publication, during which period 
any proper party in interest may file an 
appropriate protest or other pleading. 

Applications Under Sections 5 and 
210a(b) 

The following applications are gov¬ 
erned by the Interstate Commerce Com¬ 
mission’s Special Rules governing notice 
of filing of applications by motor carriers 
of property or passengers under sections 
5(a) and 210a(b) of the Interstate Com¬ 
merce Act and certain other proceedings 
with respect thereto. (49 CFR 1.240.) 

MOTOR CARRIERS OF PROPERTY 

No. MC-F-9517. Authority sought for 
control and merger by GARRETT 
FREIGHTLINES, INC., 2055 Garrett 
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Way, Pocatello, Idaho, of t he o perating 
rights and property of EASTERN ORE¬ 
GON FREIGHT, INC., John Day, Oreg. 
Applicants’ attorney: Maurice H. Greene, 
334 First Security Bank Building, Boise, 
Idaho. Operating rights sought to be 
controlled and merged: General com¬ 
modities, except those of unusual value, 
classes A and B explosives, uncrated 
household goods, commodities in bulk, 
and those requiring special equipment, 
as a common carrier, over regular routes, 
between John Day, Oreg., and Canyon 
City, Oreg., serving no intermediate 
points and serving off-route points 
within 1 mile of the above-specified 
route, between Canyon City, Oreg., and 
Bums, Oreg., serving the intermediate 
points of Seneca and Silvies, Oreg., be¬ 
tween Canyon City, Oreg., and Izee, 
Oreg., serving all intermediate points, 
between Prairie City, Oreg., and Baker, 
Oreg., serving the intermediate points of 
Bates and Austin, Oreg., between Mount 
Vernon, Oreg., and Pendleton, Oreg., 
serving the intermediate point of Pilot 
Rock, Oreg., and those between Pendle¬ 
ton and Pilot Rock, restricted to traffic 
moving to and from points south of Pilot 
Rock, and serving all other intermediate 
points without restriction, between Can¬ 
yon City, Oreg., and The Dalles, Oreg., 
serving all intermediate points: Provided, 
however , That no local service shall be 
rendered between The Dalles, on the one 
hand, and, on the other, points west 
thereof, with restrictions; between Port¬ 
land, Oreg.. and Prairie City, Oreg., serv¬ 
ing all intermediate points between Con¬ 
don and Prairie City, Oreg., and the off- 
route point of Canyon City, Oreg.; one 
alternate route for operating convenience 
only; and livestock, over irregular routes, 
between certain specified points in Ore¬ 
gon, on the one hand, and, on the other, 
certain specified points in Washington 
and Idaho, from certain specified points 
in Oregon, to certain specified points in 
Oregon. GARRETT FREIGHTLINES, 
INC. is authorized to operate as a com¬ 
mon carrier in Washington, Montana, 
Minnesota, Idaho, Utah, Oregon, Cali¬ 
fornia, Colorado. Arizona, Indiana, North 
Dakota, Nevada, New Mexico, Wyoming, 
South Dakota, Wisconsin, and Michigan. 
Application has not been filed for tempo¬ 
rary authority under section 210a(b). 

MOTOR CARRIER OF PASSENGERS 

No. MC-F-9516. Authority sought for 
control by WALLACE S. SWEET and 
LEE J. OSTER, 313 Broad Street, Utica, 
N.Y. 13501, of ONONDAGA COACH 
CORP., 23 Wadsworth Street, Auburn, 
N.Y. Applicants* attorneys: Daniel H. 
Greenberg, 110 East 42d Street, New 
York, N.Y., and James H. Gilroy. Jr., 
First National Bank Building, Utica, 
N.Y. 13503. Operating rights sought to 
be controlled: Passengers and their bag¬ 
gage. as a common carrier, over regular 
routes, between Auburn, N.Y., and Syra¬ 
cuse, N.Y., between Onondaga Hill, N.Y., 
and junction unnumbered highway and 
New York Highway 175, between junc¬ 
tion New York Highway 175 and New 
York Highway 173 (at Onondaga Hill. 
N.Y.), and the Onondaga County Home. 


serving all intermediate points; passen¬ 
gers and their baggage in the same 
vehicle with passengers, between Syra¬ 
cuse, N.Y., and Geneva, N.Y., between 
Port Byron, N.Y., and Fairmount, N.Y^ 
between Port Byron, N.Y., and Auburn, 
N.Y., serving all intermediate points, be¬ 
tween Onondaga Hill, N.Y., and junction 
New York Highway 173 and Split Rock 
Road, located in Onondaga County. N.Y., 
between junction New York Highway 173 
and Split Rock Road, located in Onon¬ 
daga County, N.Y., and junction New 
York Highways 173 and 5, located in 
Onondaga County, N.Y., and between 
junction Howlett Hill Road and Kasson 
Road, located in Onondaga County, N.Y., 
and junction Kasson Road and New York 
Highway 5, located in Onondaga County, 
N.Y., serving no intermediate points. 
W ALLA CE S. SWEET nor LEE J. 
OSTER, hold authority from this Com¬ 
mission. However, they are affiliated 
with CENTRAL N.Y. COACH LINES, 
INC., 313 Broad Street, Utica, N.Y., which 
is authorized to operate as a common 
carrier in New York, Connecticut, Dela¬ 
ware, Maryland, Massachusetts, New 
Jersey, Pennsylvania, Rhode Island, Vir¬ 
ginia, and the District of Columbia. Ap¬ 
plication has not been filed for temporary 
authority under section 210a(b). Note: 
Petition to dismiss application for want 
of jurisdiction, filed concurrently. 

By the Commission. 

Tseal] H. Neil Garson, 

Secretary . 

[F.R. Doc. 66-0850; Filed, Sept. 7, 1966; 

8:52 am.] 


NOTICE OF FILING OF MOTOR CAR¬ 
RIER INTRASTATE APPLICATIONS 

September 2,1966. 

The following applications for motor 
common carrier authority to operate in 
intrastate commerce seek concurrent mo¬ 
tor carrier authorization in interstate 
or foreign commerce within the limits of 
the intrastate authority sought, pursuant 
to section 206(a)(6) of the Interstate 
Commerce Act, as amended October 15, 
1962. These applications are governed 
by Special Rule 1.245 of the Commission’s 
rules of practice, published in the Fed¬ 
eral Register, issue of April 11, 1963, 
page 3533, which provides, among other 
things, that protests and requests for 
information concerning the time and 
place of State Commission hearings or 
other proceedings, any subsequent 
changes therein, and any other related 
matters shall be directed to the State 
Commission with which the application 
is filed and shall not be addressed to or 
filed with the Interstate Commerce 
Commission. 

State Docket No. M-11454, Supp. No. 1. 
filed August 26, 1966. Applicant: DALE 
D. MILLER, doing business as MILFORD 
TRANSFER. Milford, Nebr. Appli¬ 
cant’s representative: Donald E. Leon¬ 
ard, Box 2028, 605 South 14th, Lincoln, 
Nebr. Certificate of public convenience 
and necessity sought to operate a freight 
service as follows: Transporting com¬ 


modities generally (except refrigerated 
products, and commodities requiring spe¬ 
cial equipment), (1) between points in 
Seward County, Nebr., on the one hand, 
and, on the other. Friend and Dorchester, 
Nebr.; and (2) between Friend and Dor¬ 
chester, and points in Seward County, 
Nebr., on the one hand, and, on the other, 
points in Nebraska, over irregular routes. 

HEARING: Not known. Requests fox- 
procedural information, including the 
time for filing protests, concerning this 
application, should be addressed to M. B. 
McManaman, Secretary, Nebraska State 
Railway Commission, Capitol Building, 
Lincoln, Nebr. 68509, and should not be 
directed to the Interstate Commerce 
Commission. 

By the Commission. 

[seal! H. Neil Garson, 

[FJR. Doc. 66-9851; Filed, Sept, 7, 1966; 

8:52 am.] 


[Notice 248] 


MOTOR CARRIER TEMPORARY 
AUTHORITY APPLICATIONS 


September 2,1966. 

The following are notices of filing of 
applications for temporary authority un¬ 
der section 210a(a) of the Interstate 
Commerce Act provided for under the 
new rules in Ex Parte No. MC 67 (49 
CFR Part 240). published in the Federal 
Register, issue of April 27,1965, effective 
July 1, 1965. These rules provide that 
protests to the granting of an application 
must be filed with the field official named 
in the Federal Register publication, 
within 15 calendar days after the date 
notice of the filing of the application is 
published in the Federal Register. One 
copy of such protest must be served on 
the applicant, or its authorized repre¬ 
sentative, if any, and the protest must 
certify that such service has been made. 
The protest must be specific as to the 
service which such protestant can and 
will offer, and must consist of a signed 
original and six copies. 

A copy of the application is on file, ana 
can be examined, at the Office of the 
Secretary, Interstate Commerce Com¬ 
mission, Washington, D.C., and also m 
the field office to which protests are to 
be transmitted. 


Motor Carriers of Property 

No. MC 59388 <Sub-No. 24 TA).fi^ d 
August 29. 1966. Applicant: SOUTH¬ 
WESTERN TRANSPORTATION com¬ 
pany. a corporation, 733 South 
Post Office Box 6187, Dallas 22. Tex. 
75202. Applicant’s representative. *>• 
VanHyning (same address as above/. 
Authority sought to operate as a common 
carrier, by motor vehicle, oyer we 
routes, transporting: General 
ties (except those of u j m ‘ sll f’ r 
household goods as defined by 
mission, commodities in bulk, c0 
ties requiring special e Q uip J n ®“ j '' t<) 
those injurious or contaminating 
other lading), from junction Arkansw. 
Highway 15 near Tucker Ark., to 
and Dam No. 5 near Wright, Ark., 
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junction Arkansas Highway 15 with un¬ 
numbered highway, thence over unnum¬ 
bered highway to Lock and Dam No. 5, 
for 180 days. Supporting shipper: Mar¬ 
tin K. Eby Construction Co., Inc., Post 
Office Box 1022, Pine Bluff, Ark. Send 
protests to: E. K. Willis. Jr.. District 
Supervisor, Interstate Commerce Com¬ 
mission, Bureau of Operation and Com¬ 
pliance, 513 Thomas Building, 1314 Wood 
Street, Dallas, Tex. 75202. 

No. MC 55475 (Sub-No. 7 TA), filed 
August 30, 1966. Applicant: JETCO, 
INC., 2780 Jefferson Davis Highway, Ar¬ 
lington, Va. 22202. Applicant’s repre¬ 
sentative: Rex M. Phares (same address 
as above). Authority sought to operate 
as a common carrier, by motor vehicle, 
over irregular routes, transporting: Gyp¬ 
sum wallboard, from Arlington, Va., to 
Annapolis Junction, Md., an unincor¬ 
porated community with a post office 
near Savage, Md., for 150 days. Sup¬ 
porting shipper: Georgia-Pacific Corp., 
Bestwall Gypsum Division, 2 Industrial 
Boulevard, Paoli, Pa. 19301, Attention: 

C. H. Flynn. Send protests to: Robert 

D. Caldwell. District Supervisor, Inter¬ 
state Commerce Commission, Bureau of 
Operations and Compliance, 12th and 
Constitution Avenue NW., Room 1220, 
Washington, D.C. 20423. 

No. MC 83539 (Sub-No. 197 TA), filed 
August 30. 1966. Applicant: C & H 
TRANSPORTATION CO., INC., Post Of¬ 
fice Box 5976. Dallas, Tex. 75222, and 
1935 West Commerce Street, Dallas, Tex. 
75208. Applicant’s representative: Ken¬ 
neth Weeks (same address as above). 
Authority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Clay, from Belle 
Fourche, S. Dak., and Colloid Spur, Wyo., 
to points in Illinois, Indiana, Iowa. Min¬ 
nesota, Missouri, and Wisconsin, for 180 
days. Supporting shipper: American 
Colloid Co., 5100 Suffield Court. Skokie, 
hi. 60077. Send protests to: E. K. Willis. 
Jr.. District Supervisor, Interstate Com¬ 
merce Commission, Bureau of Operations 
and Compliance. 513 Thomas Building, 
1314 Wood Street, Dallas, Tex. 75202. 

No. MC 108046 (Sub-No. 4 TA). filed 
29, 1966 * Applicant: CURA- 
lOLA BROS. TRUCKING. INC., 142-82 
ijockaway Boulevard, South Ozone Park, 
” *. Applicant’s representative: Ed¬ 
ward M. Alfano, 2 West 45th Street, New 
N Y - 10036. Authority sought to 
vnM i e 35 a con t r act carrier, by motor 
ino. C i e ,’ ov . er irre sular routes, transport- 
fJL a ' minum tedders, set up and loose, 
w N.Y.. to points in New 

V!, ew Jerse y* Pennsylvania, Mary- 
rw 9p lawar e. District of Columbia, 
^necticut. New Hampshire, Vermont, 
ann £ ? land ’ Massachusetts, Virginia, 
turn M , alne » returned shipments on re- 
Dfr A f ° r ^ 150 da y* s * Supporting ship- 
AvVm. m « rlc ? n Ladder Corp., 225 Dixon 
S t i Post ° fflce Box 776 ’ Amityville, 
E N ^ sl and, n.y. Send protests to: 
roaii'nf^ lgnan ' Dlstr *ct Supervisor, Bu- 
lerstat*°1r? raWons and Compliance, In- 
Broadu/n C ®J nmerce Commission, 346 
N ew York, N.Y. 10013. 

Augustan (Sub - No - 1 TA). filed 

R 1 30 - 196 6- Applicant: PRANK 


RIVIELLO, 860 West Oak Street. Old 
Forge, Pa. Authority sought to operate 
as a common carrier, by motor vehicle, 
over irregular routes, transporting: Coal, 
from points in Wayne County, Pa., to 
points in Broome, Tioga, and Chenango 
Counties, N.Y., for 150 days. Supporting 
shipper: Raymond Popple Coal Sales, 300 
New Rose Building, Pittston, Pa. Send 
protests to: Kenneth R. Davis, District 
Supervisor. Bureau of Operations and 
Compliance, Interstate Commerce Com¬ 
mission, 309 U.S. Post Office Building, 
Scranton, Pa. 18503. 

No. MC 113678 (Sub-No. 265 TA), filed 
August 26, 1966. Applicant: CURTIS, 
INC., 770 East 51st Avenue, Denver, Colo. 
80216. Applicant’s representative: Oscar 
Mandel, Post Office Box 16004, Stock- 
yards Station, Denver, Colo. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: (a) Frozen foods and (b) 
canned goods, when moving in the same 
vehicle with frozen foods, from points in 
Stanislaus and Fresno, Counties, Calif., 
to points in Oregon, Washington, Idaho. 
Montana, Wyoming, Utah, Nevada, Ari¬ 
zona, New Mexico, and Texas, for 180 
clays. Supporting shippers: Glacier 
Packing Co., Post Office Box 367. Sanger. 
Calif., Christoffersen Poultry, Egg & Feed 
Market, Sixth and Lander Avenue, Tur¬ 
lock, Calif., Mowrer Farms Kitchens. Inc., 
2125 West Tuolumne Avenue, Turlock, 
Calif., San Joaquin Valley Turkey Grow¬ 
ers Association, Post Office Box 1845, 
Modesto. Calif.; Bright Foods, Inc., 107 
Kilroy Road, Turlock, Calif. Send pro¬ 
tests to: Herbert C. Ruoff, District Su¬ 
pervisor, Interstate Commerce Commis¬ 
sion, Bureau of Operations and Com¬ 
pliance, 2022 Federal Office Building, 
Denver, Colo. 80202. 

No. MC 114989 (Sub-No. 7 TA), filed 
August 30, 1966. Applicant: BRACEY & 
MARTIN, INC.. 1910 South Walnut 
Street, Hopkinsville. Ky. 42240. Appli¬ 
cant’s representative: James C. Havron, 
Nashville Bank & Trust Building. Nash¬ 
ville, Tenn. 37201. Authority sought to 
operate as a contract carrier, by motor 
vehicle, over irregular routes, transport¬ 
ing: Malt beverages, in containers, from 
Cincinnati, Ohio, to points in Christian 
County, Ky., and empty malt beverage 
containers, from points in Christian 
County, Ky., to Cincinati, Ohio, for 180 
days. Supporting shipper: Cravens Dis¬ 
tributing Co., Post Office Box 155. Pem¬ 
broke, Ky. Send protests to: Wayne L. 
Merilatt, District Supervisor, Interstate 
Commerce Commission, Bureau of Oper¬ 
ations and Compliance, 426 U.S. Post 
Office Building, Louisville, Ky. 40202. 

No. MC 114989 (Sub-No. 8 TA), filed 
August 30, 1966. Applicant: BRACEY & 
MARTIN, INC., 1910 South Walnut 
Street, Hopkinsville, Ky. 42240. Appli¬ 
cant’s representative: James C. Havron, 
Nashville Bank & Trust Building, Nash¬ 
ville, Tenn. 37201. Authority sought to 
operate as a contract carrier, by motor 
vehicle, over irregular routes, transport¬ 
ing : Malt beverages, in containers, from 
South Bend, Ind., to Hopkinsville, Ky., 
and empty malt beverage containers, 
from Hopkinsville, Ky., to South Bend, 


Ind., for 180 days. Supporting shipper: 
Kentucky Ace Beverage Distributors, 
Inc., Post Office Box 497, Hopkinsville, 
Ky. Send protests to: Wayne L. Meri¬ 
latt, District Supervisor, Interstate Com¬ 
merce Commission, Bureau of Operations 
and Compliance. 426 U.S. Post Office 
Building, Louisville. Ky. 40202. 

No. MC 114897 (Sub-No. 75 TA), filed 
August 29, 1966. Applicant: WHIT¬ 
FIELD TANK LINES, INC., Post Office 
Drawer 9897, 300-316 North Clark Road, 
El Paso, Tex. 79989. Applicant’s repre¬ 
sentative: J. P. Rose (same address as 
above). Authority sought to operate as 
a common carrier, by motor vehicle, over 
irregular routes, transporting: Sulphuric 
acid, in bulk, in tank vehicles, from Bag¬ 
dad, Ariz., to Jean, Nev., for 150 days. 
Supporting shipper: J. Till NeVille. 
Branch Manager. McKesson & Robbins, 
Inc., Post Office Box 14799, Phoenix, 
Ariz. 85031. Send protests to: Jerry R. 
Murphy, District Supervisor, Bureau of 
Operations and Compliance, Interstate 
Commerce Commission, 109 U.S. Court¬ 
house, Albuquerque, N. Mex. 87101. 

No. MC 115826 (Sub-No. 154 TA), filed 
August 26, 1966. Applicant: W. J. 

DIGBY, INC., Post Office Box 5088 T.A., 
1960 31st Street, Denver. Colo. 80217. 
Applicant’s representative: John F. De- 
Cock (same address as above). Author¬ 
ity sought to operate as a common car¬ 
rier, by motor vehicle, over irregular 
routes, transporting: (a) Frozen foods, 
(b) Canned goods when moving in the 
same vehicle with frozen foods, from 
points in Stanislaus and Fresno Counties, 
Calif., to points in Arizona, Colorado, 
Idaho, Montana, Nevada, New Mexico, 
Oregon, Texas. Utah, Washington, and 
Wyoming, for 180 days. Supporting 
shippers: Bright Foods, Inc., 711 F Street. 
Post Office Box 871, Turlock, Calif., 
Glacier Packing Co., Post Office Box 367, 
Sanger, Calif., Mowrer Farms Kitchens, 
Inc., 2125 West Tuolumne Avenue, Tur¬ 
lock, Calif., San Joaquin Valley Turkey 
Growers Association, Post Office Box 
1845, Modesto, Calif., Christoffersen 
Poultry, Egg & Feed Market, Sixth and 
Lander Avenue. Turlock, Calif. Send 
protests to: Herbert C. Ruoff, District 
Supervisor, Bureau of Operations and 
Compliance, Interstate Commerce Com¬ 
mission, 2022 Federal Office Building, 
Denver, Colo. 80202. 

No. MC 115826 (Sub-No. 155 TA), filed 
August 29, 1966. Applicant: W. J. 

DIGBY, INC., Post Office Box 5088 T.A., 
1960 31st Street, Denver. Colo. 80217. 
Applicant’s representative: John F. De- 
Cock (same address as above). Author¬ 
ity sought to operate as a common car¬ 
rier, by motor vehicle, over irregular 
routes, transporting: Meats, meat prod¬ 
ucts, and meat byproducts, as defined by 
the Commission, from Gooding, Idaho, 
and points within 5 miles thereof, to 
points in Minnesota, Wisconsin, Mis¬ 
souri, Nebraska, Kansas, Michigan, In¬ 
diana. Ohio, Kentucky, Tennessee, 
Georgia, North Carolina, South Carolina, 
and Florida, for 120 days. Supporting 
shipper: Stockmen's Meat Packing Corp.. 
Post Office Box 358, Gooding, Idaho. 
Send protests to: Herbert C. Ruoff, Dis- 
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trict Supervisor. Interstate Commerce 
Commission, Bureau of Operations and 
Compliance, 2022 Federal Office Build¬ 
ing. Denver, Colo. 80202. 

No. MC 128087 (Sub-No. 1 TA), filed 
August 29, 1966. Applicant: JOHN N. 
JOHN in, doing business as JOHN N. 
JOHN TRUCK LINE, 1020 West Second 
Street, Crowley, La. 70526. Applicant's 
representative: Aaron and Aaron, Aaron 
Building, East Court Circle, Post Office 
Box 422, Crowley, La. 70526. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Urea, in bags, from Lake 
Charles, La., to points in Arkansas, Okla¬ 
homa, Mississippi, and Texas, with re- 
fused shipments to be returned to orig¬ 
inal point or as directed by shipper, for 
180 days. Supporting shipper: Agricul¬ 
tural Division, Olin Mathieson Chemical 
Corp., Post Office Box 991, Little Rock, 
Ark. Send protests to: W. R. Atkins, 
District Supervisor, Interstate Commerce 
Commission, Bureau of Operations and 
Compliance, T-4009 Federal Office Build¬ 
ing, 701 Loyola Avenue, New Orleans, La. 
70113. 

No. MC 128542 (Sub-No. 1 TA), filed 
August 29, 1966. Applicant: GARRY 
BREM, doing business as BREM’S 
TRUCKING, 11 Fern wood Lane. Gilroy, 
Calif. 95020. Applicant’s representative: 
Marvin Handler, 405 Montgomery Street, 
San Francisco, Calif. 94104. Authority 
sought to operate as a common carrier , 
by motor vehicle, over irregular routes, 
transporting: Ore-hearing rock, from a 
mine just east of the southeast comer of 
Yosemite National Park and approxi¬ 
mately 10 miles west of the Devils Post¬ 
pile National Monument (in California) 
to the smelter of American Smelting & 
Refining Co. in Hayden, Ariz., for 150 
days. Supporting shipper: Mark Mines, 
Inc., 147 North Church, Gilroy, Calif. 
Send protests to: William R. Murdoch, 
District Supervisor. Bureau of Opera¬ 
tions and Compliance, Interstate Com¬ 
merce Commission, 450 Golden Gate Ave¬ 
nue, Box 36004, San Francisco, Calif. 
94102. 

No. MC 128550 TA. filed August 26, 
1966. Applicant: FRANK H. LOCH- 
NER, doing business as LOCHNER’S 
MOVING & STORAGE, 807 Eighth Ave¬ 
nue SC., Austin, Minn. 55912. Appli¬ 
cant's representative: Gary E. Leonard, 
218 First National Bank Building, Austin, 
Minn. 55912. Authority sought to oper¬ 
ate as a contract carrier, by motor ve¬ 
hicle, over irregular routes, transporting: 
Such commodities as are dealt in hy re¬ 
tail department stores and mail order 
houses, from between sites of retail store 
and warehouse of Sears, Roebuck & Co., 
at Austin, Minn., and points in Chicka¬ 
saw, Cerro Gordo, Floyd, Hancock, How¬ 
ard, Mitchell, Winnebago, and Worth 
Counties, Iowa, under a continuing con¬ 
tractual arrangement with Sears, Roe¬ 
buck & Co., including return unsatisfac¬ 
tory merchandise to store from residence 
in above-listed counties, for 180 days. 
Supporting shipper: Sears. Roebuck & 
Co., Midwestern Territory Executive Of¬ 
fices, 8 East Congress Parkway, Chicago, 
HI. Send protests to: C. H. Bergguist, 
District Supervisor, Bureau of Operations 


and Compliance. Interstate Commerce 
Commission, 448 Federal Building and 
U.S. Courthouse, 110 South Fourth 
Street, Minneapolis, Minn. 55401. 

No. MC 128551 TA. filed August 29, 
1966. Applicant: JAMES J. KENNEDY, 
JR., doing business as KENNEDY VAN & 
STORAGE. 3359 Army Street, San Fran¬ 
cisco, Calif. Applicant’s representative: 
Alan F. Wohlstetter, 1 Farragut Square, 
Washington, D.C. 20006. Authority 
sough to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Household goods, as de¬ 
fined by the Commission, between points 
in San Francisco, Marin, Contra Costa, 
Alameda, and San Mateo Counties, Calif., 
restricted to shipments having prior or 
subsequent movement between said 
points in containers, and further re¬ 
stricted to pickup and delivery services 
incidental to and in connection with 
packing, crating, and containerization, 
or unpacking, uncrating, and decon¬ 
tainerization of such shipments, for 180 
days. Supporting shipper: Sunpak In¬ 
ternational, 1621 Queen Ann Avenue 
North, Seattle, Wash. 98109. Send pro¬ 
tests to: District Supervisor, William R. 
Murdoch, Interstate Commerce Commis¬ 
sion, Bureau of Operations and Com¬ 
pliance, 450 Golden Gate Avenue, Box 
36004, San Francisco, Calif. 94102. 

No. MC 128552 TA, filed August 29, 
1966. Applicant: SPACE, INC., South 
Industry Road Cidco Park, Box 982, 
Cocoa, Fla. Authority sought to operate 
as a contract carrier, by motor vehicle, 
over irregular routes, transporting: 
Telephone equipment, material, and sup¬ 
plies from Cocoa, Fla., to points in 
Brevard County, Fla., for 180 days. Sup¬ 
porting shipper: Western Electric Co., 
Inc., 3300 Lexington Road, Winston- 
Salem, N.C. Send protests to: George H. 
Fauss, Jr.. District Supervisor, Bureau of 
Operations and Compliance, Interstate 
Commerce Commission, 428 Post Office 
Building, Post Office Box 4969, Jackson¬ 
ville, Fla. 32201. 

Motor Carriers of Passengers 

No. MC 105154 (Sub-No. 7 TA), filed 
August 29, 1966. Applicant: ROBERT 
G. WRIGHT, doing business as STAR 
V ALLEY-J ACKSON STAGES, 1945 
Eagle Drive, Idaho Falls, Idaho 83401. 
Applicant’s representative: Donald M. 
Olsen, 485 E Street, Idaho Falls. Idaho 
83401. Authority sought to operate as a 
common carrier, by motor vehicle, over 
regular routes, transporting: Passengers 
and their baggage and express and news¬ 
papers in the same vehicle with passen¬ 
gers, between Alpine, Wyo., and Teton 
Village, Wyo., from Alpine over U.S. 
Highway 89 to Jackson, Wyo., thence 
over Wyoming Highway 22 to the junc¬ 
tion of Wyoming secondary Highway 
2001, thence over Wyoming secondary 
Highway 2001 to junction unnumbered 
highway, thence over unnumbered high¬ 
way for approximately three tenths of a 
mile to Teton Village, and return over the 
same route, serving all intermediate 
points. (Applicant presently holds au¬ 
thority to operate between Idaho Falls, 
Idaho, and Afton, Wyo., with no seasonal 
restrictions, and between Alpine and 


Jackson, Wyo., in seasonal operations ex¬ 
tending from May 15 to September 15 of 
each year. Applicant proposes to tack 
requested authority with his present au¬ 
thority, and also proposes to conduct op¬ 
erations with no seasonal restrictions.! 
Supporting shippers: Jackson Hole Ski 
Corp., Teton Village, Jackson Hole, Wyo., 
Livingston Motor Co., Jackson. Wyo., 
Town of Jackson, Jackson, Wyo., Cham¬ 
ber of Commerce of the City of Idaho 
Falls, Idaho Falls, Idaho, Simpson’s, Inc., 
Post Office Box 340. Idaho Falls, Idaho, 
Mendenhall’s, 360 E Street, Idaho Falls, 
Idaho, Ideal Hardwear. 760 Broadway, 
Idaho Falls, Idaho. Send protests to: 
Clyde W. Campbell, District Supervisor. 
Bureau of Operations and Compliance, 
Interstate Commerce Commission. 203 
Eastman Building, Boise, Idaho 83702. 

No. MC 128553 TA, filed August 30. 
1966. Applicant: TRANSPORTES 
FRONTERIZOS DEL NORTE, S.A., 
Emilio Carranza, 727 Sur, Despacho 205 
Monterey, N.L., Mexico. Applicant’s rep¬ 
resentative: Jose Gonzalez R. (same ad¬ 
dress as above). Authority sought to op¬ 
erate as a common carrier, by motor ve¬ 
hicle. over regular routes, transporting: 
Passengers, their baggage, express and 
newspapers, from the port of entry on the 
international boundary line between the 
United States and Mexico at Rio Grande 
City, Tex., to Rio Grande City, Tex., and 
return, over U.S. Highway 83 and city 
streets serving all intermediate points, 
for 180 days. Supporting shipper: First 
State Bank & Trust Co., Rio Grande City. 
Tex.; Galindo Implement Co.. Rio 
Grande City, Tex., Starr Grocery Co., Rio 
Grande City, Tex., Hotel Ringgold, Rio 
Grande City, Tex., C. R. Anthony Co., 
Rio Grande City, Tex., Laredo Furniture 
Distributors, Rio Grande City. Tex.. City 
Auto Parts, Rio Grande City. Tex.. Botica 
Nueva, C. Miguel Aleman. Tamps.. Mex., 
Madereria Camargo, Cd. Camargo» 
Tamps., Mex., Madereria Chapa. Cuidad 
Camargo, Tamps., Mex. Send protests 
to: James H. Berry, District Supervisor, 
Bureau of Operations and Compliance, 
Interstate Commerce Commission, 206 
Manion Building. 301 Broadway, San An¬ 
tonio, Tex. 78205. 

By the Commission. 

[seal] H. Neil Garson, 

Secretary. 

(F.R. Doc. 66-9852: FUed. Sept. 7, 1966: 

8:52 ajn.l 


| Notice 1408] 

MOTOR CARRIER TRANSFER 
PROCEEDINGS 

September 2, 1966. 
Tiopses of orders entered pursuaiU^to 
on 212(b) of the Interstate Com 
rules of practice any Interestd per 
led thereunder <49 CFR P®*t ‘ 

>ar below: , . . 

; provided in the Commissions W 
rules of practive any intereste P 
may file a petition seeking recona^ 
ion of the following number 
eedings within 20 days 
ublicatlon of this notice. 

;ction 17<8) of the Interstate Com 
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merce Act, the filing of such a petition 
will postpone the effective date of the 
order in that proceeding pending its dis¬ 
position. The matters relied upon by 
petitioners must be specified in their 
petitions with particularity. 

No. MC-FC—68727. By order of Au¬ 
gust 31. 1966, the Transfer Board, on 
reconsideration, approved the transfer to 
Laurel Transport Corp., Rio Grande, N.J., 
of certificate No. MC-15102 (Sub-No. 1), 
issued March 2. 1942, to Eldredge Stor¬ 
age, a corporation, Atlantic City, N.J., 
authorizing the transportation of: Gen¬ 
eral commodities, with usual exceptions, 
over irregular routes, between Atlantic 
City, Linwood. Somers Point, Sea Isle 
City, Strathmere, Ventnor, Margate and 
Longport, N.J. Morris J. Winokur, 1920 
Two Penn Center Plaza, Philadelphia, 
Pa. 19120, attorney for applicants. 

No. MC-FC-68918. By order of Au¬ 
gust 31, 1966, the Transfer Board ap¬ 
proved the transfer to Kato Express, Inc., 
Elizabethtown, Ky., of the certificates in 
Nos. MC-108329 and MC-108329 (Sub- 
No. 8), issued November 25, 1964, and 
June 8, 1965, respectively, to Kato, Inc., 
Elizabethtown. Ky., authorizing the 
transportation of: Motion picture films, 
projector equipment and supplies, and 
advertising matter, between Indianapolis, 
Ind„ on the one hand, and, on the other, 
points as specified in Kentucky; maga¬ 
zines and periodicals, from Indianapolis, 
Ind., and Cincinnati, Ohio, to Bowling 
Green, Lexington, and Paducah, Ky.; and 
general commodities, excluding house¬ 
hold goods, commodities in bulk, and 
other specified commodities, between 
Louisville, Ky., on the one hand, and, 
on the other, points in Hardin, Larue, 
and Hart Counties, Ky., as restricted. 
Rudy Yessin, Post Office Box 457, Prank- 
fort, Ky., attorney for applicants. 

No. MC-FC-68936. By order of Au¬ 
gust 31, 1966, the Transfer Board ap¬ 
proved the transfer to Wyeth A. Bond, 
ooing business as Advance Transporta¬ 
tion Co., Clinton, Mo., of the certificate 
w registration in No. MC-121305 (Sub- 
£f°: 1). issued April 22, 1965. to Paul M. 
t*aton, doing business as Advance Trans¬ 
portation Co., Clinton. Mo., and cor¬ 
responding in scope to the grant of au- 
hority in certificate of public conven¬ 
ience and necessity No. T-20,891, dated 
January 24, 1962, as amended July 31, 


1962, issued by the Missouri Public Serv¬ 
ice Commission. Thomas P. Rose, Jef¬ 
ferson Building. Jefferson City, Mo. 
65101, attorney for applicants. 

No. MC-FC-68967. By order of Au¬ 
gust 31, 1966, the Transfer Board ap¬ 
proved the transfer to Leonard L. Mad¬ 
sen, Council Bluffs. Iowa, of certificate 
No. MC-42194, issued March 29. 1955, 
to Edmund V. Liske and Bessie Liske, a 
partnership, doing business as Kroeger 
Transfer, Minden, Iowa, authorizing the 
transportation of: General commodities, 
excluding household goods, commodities 
in bulk, and other specified commodities, 
between Minden, Iowa, and Omaha, 
Nebr., serving the intermediate points of 
Neola, Underwood, and Western, Iowa. 
R. A. Porter, 201 First National Bank 
Building, Council Bluffs, Iowa 51501. 
attorney for applicants. 

No. MC-FC-68994. By order of August 
31, 1966, the Transfer Board approved 
the transfer to Feed Transporters, Inc., 
Oshkosh, Wis., of the operating rights in 
permit No. MC-126056, issued October 
15, 1964, to C. Richard Trine, Pittsford, 
Mich., and authorizing the transporta¬ 
tion of: Animal and poultry feed, over 
irregular routes, from Burlington, Wis., 
to points in the Lower Peninsula of 
Michigan; also, commodities used in 
the manufacture of animal and poultry 
feed, insecticides, and poultry, and live¬ 
stock remedies, from points in the Lower 
Peninsula of Michigan to Burlington. 
Wis. Edward Solie, 4513 Vernon Boule¬ 
vard, Madison, Wis., attorney for appli¬ 
cants. 

No. MC-PC-69027. By order of Au¬ 
gust 31, 1966, the Transfer Board ap¬ 
proved the transfer to Edward L. Tras- 
ferini, doing business as Rich's Express, 
Malaga, N.J., of that portion of certifi¬ 
cate No. MC-2263, issued June 10, 1965, 
to Laurel Transport Corp., Rio Grande. 
N.J., authorizing the transportation of; 
General commodities, with usual excep¬ 
tions, over irregular routes, between 
Philadelphia, Pa., on the one hand, and, 
on the other, points in Cumberland, 
Gloucester, and Salem Counties, N.J. 
Morris J. Winokur, 1920 Two Penn Cen¬ 
ter Plaza, Philadelphia, Pa. 19120, and 
H. Charles Ephraim, 1411 K Street NW., 
Washington, D.C. 20005, attorneys for 
applicants. 

No. MC-FC-69028. By order of Au¬ 
gust 31, 1966, the Transfer Board ap¬ 


proved the transfer to Laurel Transport 
Corp., Rio Grande, N.J., of certificate No. 
MC—87661, issued October 19, 1949, to 
Edward L. Trasferini, doing business as 
Rich’s Express, Malaga, N.J., authorizing 
the transportation of: General commodi¬ 
ties, except dangerous explosives, articles 
of unusual dimensions, bulk commodities, 
and commodities contaminating to other 
lading, over irregular routes, between 
points and places in the Philadelphia, 
Pa., commercial zone, as defined in 17 

M. C.C. 533, on the one hand, and, on the 
other. Vineland, Millville, Minotola, 
Landisville, Newfield, Clayton, Glassboro, 
Malaga. Woodbury, Runnemede. Bridge- 
ton, Pitman, Iona, and Franklinville, 

N. J. Morris J. Winokur, 1920 Two Penn 
Center Plaza, Philadelphia, Pa. 19120. 
and H. Charles Ephraim, 1411 K Street 
NW., Washington, D.C. 20005, attorney 
for applicants. 

[seal] H. Neil Garson, 

Secretary . 

[F.R. Doc. 66-9853; Piled, Sept. 7, 1966; 
8:52 a.m.J 


[ Notice 1406-AJ 

MOTOR CARRIER TRANSFER 
PROCEEDINGS 

September 2, 1966. 

Application filed for temporary au¬ 
thority under section 210(a) (b) in con¬ 
nection with transfer application under 
section 212(b) and transfer rules (49 
CFR Part 179); 

No. MC-FC-69050. (Correction) In 
Federal Register notice of September 1, 
1966, on page 11585, the MC-FC-No. 
69058 was erroneously given, and in lieu 
of that number, MC-FC-69050 should be 
shown as correct for CARDINAL AIR 
SERVICE CORPORATION, seeking tem¬ 
porary authority to lease the operating 
rights of ESTATE OF CLIFFORD EARL 
FARNSWORTH, DECEASED, JANE 
ELIZA BET H DeYOUNG FARNS¬ 
WORTH, EXECUTRIX, doing business 
as FARNSWORTH’S AIR FREIGHT 
SERVICE. 

[seal] H. Neil G arson. 

Secretary . 

fF.R. Doc. 66-9854: Piled, Sept. 7. 1966: 

8:52 a.m.J 
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Rules and Regulations 


Title 26—INTERNAL REVENUE 

Chapter I—Internal Revenue Service, 
Department of the Treasury 

SUBCHAPTER A—INCOME TAX 

(T.D. 6894] 

PART 1—INCOME TAX; TAXABLE 

YEAR BEGINNING AFTER DECEM¬ 
BER 31, 1953 

Consolidated Return Regulations 

On October 1, 1965, notice of proposed 
rule making with respect to the amend¬ 
ment of the Income Tax Regulations (26 
CFR Part 1) under Subchapter A of 
Chapter 6 of the Internal Revenue Code 
of 1954 (relating to consolidated re¬ 
turns), was published in the Federal 
Register (30 FR. 190). After consid¬ 
eration of all such relevant matter as was 
presented by interested persons regard¬ 
ing the rules proposed, §§ 1.1502-14, 
1.1502-19, 1.1502-25, 1.1502-31, 1.1502-32, 
and 1.1502-33 are hereby withdrawn and 
the remainder of the amendment as pm- 
posed is hereby adopted, subject to the 
changes set forth below: 

Paragraph 1. That part of the table of 
contents, as set forth in the notice of 
proposed rule making, which precedes 
“Regulations Applicable to Taxable 
Years Prior to January 1,1966” is revised. 

Par. 2. Section 1.1502-1 is revised. 

Par. 3. Section 1.1502-2 is revised. 

Par. 4. Section 1.1502-3 is changed by 
revising the title, paragraph (a) (2), the 
title of paragraph (c), paragraph (c) (2> 
(i> and (ii), example (2) of paragraph 

(d), paragraph (e) (2), the title of para¬ 
graph (f) (2), and example (1) of para¬ 
graph (f)(3). 

Par. 5. Section 1.1502-4 is changed by 
revising the title, that part of paragraph 

(d) (1) which precedes (i), paragraph 

(e) (1), and the title of paragraph (f). 

Par. 6. Section 1.1502-5 is changed by 

revising paragraph (a), that part of 
paragraph (b)(1) which precedes (i), 
and example (1) of paragraph (c). 

Par. 7. Section 1.1502-12 is changed 
by revising paragraph (a) and by adding 
paragraph (o). 

Par. 8. Section 1.1502-13 is changed 
by revising paragraph (a) (1) (ii), para¬ 
graph (a) (2) (ill), paragraph (b)(1), 
paragraph (c)(1) (i). paragraph (c)(1) 
(ii) (b), and paragraph (c) (3), (4), (5), 
and (6), by deleting paragraph (d) (3) 
and (4). by adding a new paragraph (d) 
(3). by revising paragraph (e) (1) and 
(3) and paragraph (f), and by revising 
example (2), example (3), example (6) 
(i). example (7) (i), example (11) (i), and 
example (18) (i) of paragraph (h), by 
reserving paragraph (i) and by adding 
paragraph (j). 


Par. 9. Section 1.1502-14 is reserved. 

Par. 10. Section 1.1502-15 is revised. 

Par. 11. Section 1.1502-17 is changed 
by revising paragraph (a). 

Par. 12. Section 1.1502-18 is changed 
by revising paragraphs (a), (b), and (c), 
by revising examples (1), (2), (3), and 
(4) of paragraph (d), by revising para¬ 
graph (e)(2), and paragraph (f) (1), 
(2), and (3), and by adding paragraph 

(f)(5). 

Par. 13. Section 1.1502-19 is reserved. 

Par. 14. Section 1.1502-21 is changed 
by revising the title of paragraph (c), by 
revising paragraph (d)(3), and by re¬ 
vising paragraph (e) (1) (i). 

Par. 15. Section 1.1502-22 is changed 
by revising paragraph (a)(3), by delet¬ 
ing paragraph (a)(4), and by revising 
the title to paragraph (c). 

Par. 16. Section 1.1502-24 is changed 
by revising paragraph (c). 

Par. 17. Sections 1.1502-25. 1.1502-31, 
1.1502-32, and 1.1502-33 are reserved. 

Par. 18. Section 1.1502-34 is revised. 

Par. 19. Section 1.1502-36 is redesig¬ 
nated as § 1.1502-41, and the designation 
of reserved sections is revised accord¬ 
ingly. 

Par. 20. Section 1.1502-75 is changed 
by revising paragraph (a), the title of 
paragraph (b), paragraph (c)(l)(i), 
paragraph (c)(1) (iii) (a), (b), and (c), 
paragraph (c) (3), by deleting paragraph 
(d) ^2) (iii). by adding a new subpara¬ 
graph (3) to paragraph (d), and by re¬ 
vising paragraph (g) (2) (i) and para¬ 
graph (h)(2). 

Par. 21. Section 1.1502-76 is changed 
by revising paragraph (a) (1), paragraph 
(b), examples (2) and (3) of paragraph 

(b) (3), paragraph (b) (4) (ii), paragraph 

(c) (2), and example (1) of paragraph 
(c) (3). 

Par. 22. Section 1.1502-77 is changed 
by revising paragraphs (c) and (d). 

Par. 23. Section 1.1502-79 is changed 
by revising paragraph (a), the title of 
paragraph (c), paragraph (c)(1), and 
the title of paragraph (c) (2). 

Par. 24. Section 1.1502-80 is revised. 

Par. 25. Section 1.1502-31A is changed 
by revising paragraph <b)(3)(i> and by 
revising paragraph (b)(21) (i) and 

(ii). 

I seal 1 Harold T. Swartz, 

Acting Commissioner of 
Internal Revenue. 

Approved: September 2, 1966. 

Stanley S. Surrey, 

Assistant Secretary of 
the Treasury. 

The Income Tax Regulations (26 CFR 
Part 1) under subchapter A of chapter 6 
of the Internal Revenue Code of 1954, 
relating to consolidated returns, are 
amended by revising the regulations un¬ 
der section 1502 to read as follows: 


Consolidated Return Regulations 


Sec. 

1.1502 Statutory provisions; regula¬ 

tions. 

1.1502- 0 Effective date. 

1.1502- 1 Definitions. 

Consolidated Tax Liability 

1.1502- 2 Computation of tax liability. 

1.1502- 3 Consolidated Investment credit. 

1.1502- 4 Consolidated foreign tax credit. 

1.1502- 5 Estimated tax. 

1.1502- 6 Liability for tax. 

1.1502- 7 to 1.1502-10 | Reserved 1 

(Computation of Consolidated Taxable 
Income) 

1.1502- 11 Consolidated taxable Income. 


Computation of Separate Taxable Income 


1.1502- 12 Separate taxable Income. 

1.1502- 13 Intercompany transactions. 

1.1502- 14 (Reserved) 

1.1502- 15 Limitation on certain deduc¬ 


tions. 

1.1502- 16 Mine exploration expenditures. 

1.1502- 17 Methods of accounting. 

1.1502- 18 Inventory adjustment. 

1.1502- 19 to 1.1502-20 l Reserved | 


Computation of Consolidated Items 


1.1502- 21 

1.1502- 22 


Consolidated net operating loss 
deduction. 

Consolidated net capital gain or 


loss. 

1.1502- 23 Consolidated section 1231 net 

gain or loss. 

1.1502- 24 Consolidated charitable contri¬ 

butions deduction. 

1.1502- 25 | Reserved] 

1.1502- 26 Consolidated dividends received 

deduction. 

1.1502- 27 Consolidated section 247 deduc¬ 


tion. 

1.1502-28 to 1.1502-30 (Reserved] 

Basis, Stock Ownership, and EariKncs and 
Profits Rules 


1.1502- 31 to 1.1502-33 (Reserved) 

1.1502- 34 Special aggregate stock owner¬ 

ship rules. 

1.1502- 35 to 1.1502-40 |Reserved( 


Special Taxf.s and Taxpayers 

1.1502- 41 Determination of consolidated 

net long-term capital gain and 
consolidated net short-term 
capital loss. 

1.1502- 42 to 1.1502-74 \ l Reserved] 
Administrative Provsions and Other Rules 


1.1502- 75 

1.1502- 76 

1.1502- 77 

1.1502- 78 

1.1502- 79 

1.1502- 80 


Piling of consolidated returns. 

Taxable year of members of 
group* 

Common parent agent for sud- 
sidiaries. . 

Tentative carryback adjustment. 

Separate return years. 

Applicability of other provisions 
of law. 


Regulations Applicable to Taxable Years 
Prior to January 1, 1966 


1.1502- 0A 

1.1502- 1A 

1.1502- 2A 

1.1502- 3A 


consoli- 


Introductory. 

PrlvUege of making 
dated returns. 

Definitions. . . 

Applicability of other provisions 
of law. 
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1 1502-4A to 1.1502-9A [ Reserved 1 

1.1502- 10A Exercise of privilege. 
Consolidated returns for subse¬ 
quent years. 

Making consolidated return and 
filing other forms. 

Change In affiliated group dur¬ 
ing taxable year. 

1.1502- 14A Accounting period of an affili¬ 
ated group. 

Liability for tax. 

Common parent corporation 
agent for subsidiaries. 

Waivers. 

Failure to comply with regula¬ 
tions. 

Tentative carryback adjust¬ 
ments. 

1.1502- 20A to 1.1502-29A [Reserved] 

1 1502-30A Computa tion of tax. 

Basis of tax computation. 
Method of computation of in¬ 
come for period of less than 
12 months. 

1.1502- 33A Gain or loss from sale of stock, 

or bonds or other obligations. 
Sale of stock; basis for deter¬ 
mining gain or loss. 

Sale of bonds or other obliga¬ 
tions; basis for determining 
gain or loss. 

Limitation on allowable losses 
on sale of stock, or bonds, or 
other obligations. 
Liquidations; recognition of 
gain or loss. 

Basis of property. 

Inventories. 

Bad debts. 

Sale and retirement by corpora¬ 
tion of its bonds. 

Capital loss limitations and 
carryover. 

Credit for foreign taxes. 

Methods of accounting. 

Mine exploration expenditures. 
Depreciation. 

Election to deduct accrued taxes. 
Liability for tax under section 
531. 

Additions to tax for failure to 
pay estimated tax. 

Gain on sale of bonds and other 
evidences of indebtedness. 
Credit for investment in certain 
depreciable property. 

§ 1.1502 Statutory provisions; regula¬ 
tions. 

. 1502 * Regulations. The Secretary or 

Jus delegate shall prescribe such regulations 
* m deem necessary in order that the 
JJ* liability of any affiliated group of corpo¬ 
rations making a consolidated return and of 
a cn corporation in the group, both during 
and after the period of affiliation, may be 
*«»**?• detern 'bied. computed, assessed, 
rio and adjusted, in such manner as 

th« y reflect the income tax liability and 
il nous factors necessary for the deter- 
1 ? n of 8uch Rnd in order to 

prevent avoidance of such tax liability. 

§ 1*1502-0 Effective date. 

thiy P® Provisions of 15 1.1502-1 
1 1502 -80 shall be applicable to 
3 j ye ars beginning after December 

thrmm^ e , c ?I OVlslons of « 1.1502-0A 
taxnMn 1 1502-51 A shall be applicable to 
ary j 10( jg ears be &inmng before Janu- 

§ 1.1302-1 
(a) 


1.1502- 11A 

1.1502- 12A 

1.1502- 13A 


1.1502- 15A 

1.1502- 10A 

1.1502- 17A 

1.1502- 18A 

1.1502- 19A 


1.1502- 31A 

1.1502- 32A 


1.1502- 34A 

1.1502- 35A 


1.1502-36A 


1.1502- 37A 

1.1502- 38A 

1.1502- 39A 

1.1502- 40A 

1.1502- 41A 

1.1502- 42A 

1.1502- 43A 

1.1502- 44A 

1.1502- 45A 

1.1502- 46A 

1.1502- 47A 

1.1502- 48A 

1.1502- 49A 

1.1502- 50A 

1.1502- 51A 


Definitions. 

an The term meanf 

amimted group of corporations as de¬ 


fined in section 1504. See § 1.1502-75 
<d) as to when a group remains in 
existence. 

(b) Member. The term “member” 
means a corporation (including the 
common parent) which is included 
within such group. 

(c) Subsidiary. The term “subsid¬ 
iary” means a corporation other than 
the common parent which is a member 
of such group. 

(d) Consolidated return year. The 
term “consolidated return year” means 
a taxable year for which a consolidated 
return is filed or required to be filed by 
such group. 

(e) Separate return year. The term 
“separate return year” means a taxable 
year of a corporation for which it files a 
separate return or for which it joins in 
the filing of a consolidated return by 
another group. 

(f) Separate return limitation year — 

(1) In general. Except as provided in 
subparagraphs (2) and (3) of this para¬ 
graph, the term “separate return limita¬ 
tion year” means any separate return 
year of a member or of a predecessor of 
such member. The term “predecessor” 
means a transferor or distributor of as¬ 
sets to a member in a transaction to 
which section 381(a) applies. 

(2) Exceptions. The term “separate 
return limitation year” shall not in¬ 
clude— 

<i) A separate return year of the cor¬ 
poration which is the common parent for 
the consolidated return year to which 
the tax attribute is to be carried, 

(ii) A separate return year of any sub¬ 
sidiary which was a member of the group 
for each day of such year, or 

(iii) A separate return year of a pre¬ 
decessor of any member if such predeces¬ 
sor was a member of the group for each 
day of such year, 

provided that an election under section 
1562 (relating to privilege to elect mul¬ 
tiple surtax exemptions) was not effec¬ 
tive for such year. An election under 
section 1562 which is effective for a tax¬ 
able year beginning in 1963 and ending 
in 1964 shall be disregarded. 

(3) Reverse acquisitions. In the event 
of an acquisition to which § 1.1502-75(d) 
(3) applies, all taxable years of the first 
corporation and of each of its subsidi¬ 
aries ending on or before the date of the 
acquisition shall be treated as separate 
return limitation years, and the separate 
return years (if any) of the second cor¬ 
poration and each of its subsidiaries shall 
not be treated as separate return limita¬ 
tion years (unless they were so treated 
immediately before the acquisition). 
For example, if corporation P merges 
into corporation T, and the persons who 
were stockholders of P immediately be¬ 
fore the merger, as a result of owning 
the stock of P. own more than 50 percent 
of the fail* market value of the outstand¬ 
ing stock of T, then a loss incurred before 
the merger by T (even though it is the 
common parent), or by a subsidiary of 
T, is treated as having been incurred in a 
separate return limitation year. Con¬ 
versely, a loss incurred before the merger 
by P, or by a subsidiary of P in a separate 


return year during all of which such sub¬ 
sidiary was a member of the group of 
which P was the common parent and for 
which section 1562 was not effective, is 
treated as having been incurred in a year 
which is not a separate return limitation 
year. 

(g) Consolidated return change of 
ownership —(1) In general. A consoli¬ 
dated return change of ownership occurs 
during any taxable year (referred to in 
this subparagraph as the “year of 
change”) of the corporation which is the 
common parent for the taxable year to 
which the tax attribute is to be carried, 
if, at the end of the year of change— 

<i) Any one or more of the persons de¬ 
scribed in section 382(a)(2) own a per¬ 
centage of the fair market value of the 
outstanding stock of such corporation 
which is more than 50 percentage points 
greater than such person or persons 
owned at— 

(a) The beginning of such taxable 
year, or 

(b) The beginning of the preceding 
taxable year, and 

(ii) The increase in percentage points 
at the end of such year is attributable 
to— 

(a) A purchase (within the meaning 
of section 382(a)(4)) by such person or 
persons of such stock, the stock of an¬ 
other corporation owning stock in such 
corporation, or an interest in a partner¬ 
ship or trust owning stock in such cor¬ 
poration, or 

(b) A decrease in the amount of such 
stock outstanding or the amount of stock 
outstanding of another corporation own¬ 
ing stock in such corporation, except a 
decrease resulting from a redemption to 
pay death taxes to which section 303 
applies. 

For purposes of subdivision (i) (a) and 
(b) of tills subparagraph, the beginning 
of the taxable years specified therein 
shall be the beginning of such taxable 
years or October 1, 1965, whichever oc¬ 
curs later. 

(2) Operating rules. For purposes of 
this paragraph— 

(i) The term “stock” means all shares 
except nonvoting stock which is limited 
and preferred as to dividends, and 

(ii) Section 318 (relating to construc¬ 
tive ownership of stock) shall apply in 
determining the ownership of stock, ex¬ 
cept that section 318(a) (2) (C) and (3) 
(C) shall be applied without regard to 
the 50-percent limitation contained 
therein. 

(3) Old members. The term “old 
members” of a group means— 

(i) Those corporations which were 
members of such group immediately pre¬ 
ceding the first day of the taxable year 
in which the consolidated return change 
of ownership occurs, or 

(ii) If the group was not in existence 
prior to the taxable year in which the 
consolidated return change of ownership 
occurs, the corporation which is the com¬ 
mon parent for the taxable year to which 
the tax attribute is to be carried. 

(4) Reverse acquisitions. If there has 
been a consolidated return change of 
ownership of a corporation under sub- 
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paragraph (1) of tills paragraph and 
the stock or assets of such corporation 
are subsequently acquired by another 
corporation in an acquisition to which 
§ 1.1502-75(d)(3) applies so that the 
group of which the former corporation 
is the common parent is treated as con¬ 
tinuing in existence, then the “old mem¬ 
bers”, as defined in subparagraph (3) 
of this paragraph, of such group im¬ 
mediately before the acquisition shall 
continue to be treated as “old members” 
immediately after the acquisition. For 
example, assume that corporations P and 
S comprise group PS, and PS undergoes 
a consolidated return change of owner¬ 
ship. Subsequently, the stock of P, the 
common parent, is acquired by corpora¬ 
tion T. the common parent of group TU, 
in an acquisition to which section 368 

(a)(1)(B) and § 1.1502-75(d) (3) apply. 
The PS group is treated as continuing 
in existence with T as the common par¬ 
ent. P and S continue to be treated as 
old members, as defined in subparagraph 
<3) of this paragraph. 

Consolidated Tax Liability 

§ 1.1502-2 Com pul a I ion of tax liabil¬ 
ity. 

The tax liability of a group for a con¬ 
solidated return year shall be determined 
by adding together— 

(a) The tax imposed by section 11 on 
the consolidated taxable income for such 
year (see § 1.1502-11 for the computation 
of consolidated taxable income); 

(b) The tax imposed by section 541 on 
the consolidated undistributed personal 
holding company income; 

(c) If paragraph (b) of this section 
does not apply, the aggregate of the taxes 
imposed by section 541 on the separate 
undistributed personal holding company 
income of the members which are per¬ 
sonal holding companies; 

(d) If paragraph (b) of this section 
does not apply, the tax imposed by sec¬ 
tion 531 on the consolidated accumulated 
taxable income; 

<e) The tax imposed by section 594(a) 
In lieu of the taxes imposed by section 
11 or 1201 on the taxable income of a 
life insurance department of the com¬ 
mon parent of a group which is a mutual 
savings bank; 

(f) The tax imposed by section 802(a) 
on consolidated life insurance company 
taxable income; 

(g) The tax imposed by section 831 (a) 
on the consolidated insurance company 
taxable income of the members which 
are subject to such tax; 

<h> The tax imposed by section 1201, 
in lieu of the taxes computed under 
paragraphs (a) and (g) of this section, 
computed by reference to the excess of 
the consolidated net long-term capital 
gain over the consolidated net short¬ 
term capital loss (see § 1.1502-41 for the 
determination of the consolidated net 
long-term capital gain and the con¬ 
solidated net short-term capital loss) ; 

(i) (Reserved] 

(j) The tax imposed by section 1333 
on war loss recoveries; and 

by allowing as a credit against such 
taxes the investment credit under sec¬ 
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tion 38 (see § 1.1502-3), and the foreign 
tax credit under section 33 (see § 1.1502- 
4). For purposes of this section, the 
surtax exemption of the group for a con¬ 
solidated return year is $25,000, or if a 
lesser amount is allowed under section 
1561, such lesser amount. See § 1.1561- 
2(a) (2). For increase in tax due to the 
application of section 47, see § 1.1502- 
3(f). 

§ 1.1502—3 Consolidated investment 
credit. 

(a) Determination of amount of con¬ 
solidated credit —(1) In general. The 
credit allowed by section 38 for a con¬ 
solidated return year of a group shall be 
equal to the consolidated credit earned. 
The consolidated credit earned is equal 
to the aggregate of the credit earned (as 
determined under subparagraph (2) of 
this paragraph) by all members of the 
group for the consolidated return year. 

(2) Determination of credit earned. 
The credit earned of a member is an 
amount equal to 7 percent of such mem¬ 
ber’s qualified investment (determined 
under section 46(c)). For purposes of 
computing a member’s qualified invest¬ 
ment, the basis of property shall not in¬ 
clude any gain or loss realized with 
respect to such property by another 
member in an intercompany transaction 
(as defined in § 1.1502-13(a> (1)), wheth¬ 
er or not such gain or loss is deferred. 
Thus, if section 38 property acquired in 
an intercompany transaction has a basis 
of $100 to the purchasing'member, and 
if the selling member has a $20 gain with 
respect to such property, the basis of 
such property for purposes of computing 
the purchaser’s qualified investment is 
only $80. Such $80 basis shall also be 
used for purposes of applying section 47 
to such property. See paragraph (f) of 
tills section. 

(3) Consolidated limitation based on 
amount of tax. (i) Notwithstanding 
the amount of the consolidated credit 
earned for the taxable year, the con¬ 
solidated credit allowed by section 38 to 
the group for the consolidated return 
year is limited to— 

(a) So much of the consolidated lia¬ 
bility for tax as does not exceed $25,000, 
plus 

(b) 25 percent of the consolidated lia¬ 
bility for tax in excess of $25,000. 

The $25,000 amount referred to in (a) 
and (b) of the preceding sentence shall 
be reduced by any part of such $25,000 
amount apportioned, under paragraph 
(f)(6) of §1.46-1, to members of the 
affiliated group (as defined in section 
46(a) (5) which do not join in the 
filing of the consolidated return. The 
amount determined under this subpara¬ 
graph shall be referred to in this section 
as the “consolidated limitation based on 
amount of tax.” 

(ii) If an organization to which sec¬ 
tion 593 applies or a cooperative orga¬ 
nization described in section 1381(a) 
joins in the filing of the consolidated re¬ 
turn, the $25,000 amount referred to in 
subdivision (i) (a) and (b) of this sub- 
paragraph (or such $25,000 amount re¬ 
duced by any part of such amount appor¬ 


tioned to members of the affiliated group, 
as defined in section 46(a) (5), which do 
not join in the filing of the consolidated 
return) shall be apportioned equally 
among the members of the group filing 
the consolidated return. The amount so 
apportioned equally to any such organ¬ 
ization shall then be decreased in ac¬ 
cordance with the provisions of section 
46(d). Finally, the sum of all such 
equal portions (as decreased under sec¬ 
tion 46(d)) of each member of the group 
shall be substituted for the $25,000 
amount referred to in subdivision (i) 
(a) and (b) of this subparagraph. 

(4) Consolidated liability for tax. 
For purposes of subparagraph <3) of this 
paragraph, the consolidated liability for 
tax shall be the income tax imposed for 
the taxable year upon the group by 
chapter 1 of the Code, reduced by the 
consolidated foreign tax credit allowable 
under § 1.1502-4. The tax imposed by 
section 531 (relating to imposition of ac- 
cumlated earnings tax) or by section 541 
(relating to imposition of personal hold¬ 
ing company tax) shall not be consid¬ 
ered tax imposed by chapter 1 of the 
Code. In addition, any increase in tax 
resulting from the application of section 
47 (relating to certain dispositions, etc., 
of section 38 property) shall not be 
treated as tax imposed by chapter 1 for 
purposes of computing the consolidated 
liability for tax. 

<b) Carryback and carryover of un¬ 
used credits —(1) Allowance of unused 
credit as consolidated carryback or 
carryover. A group shall be allowed to 
add to the amount allowable as a credit 
under paragraph (a)(1) of this section 
for any consolidated return year an 
amount equal to the aggregate of the 
consolidated investment credit carry¬ 
overs and carrybacks to such year. The 
consolidated investment credit carry¬ 
overs and carrybacks to the taxable year 
shall consist of any consolidated unused 
credits of the group, plus any unused 
credits of members of the group arising 
in separate return years of such mem¬ 
bers, which may be carried over or back 
to the taxable year under the principles 
of section 46(b). However, such consoli¬ 
dated carryovers and carrybacks shall 
not include any consolidated unused 
credits apportioned to a corporation for 
a separate return year pursuant to para¬ 
graph (c) of § 1.1502-79 and shall be 
subject to the limitations contained in 
paragraphs (c) and (e) of this section. 
A consolidated unused credit for any 
consolidated return year is the excess 
of the consolidated credit earned over the 
consolidated limitation based on amount 
of tax for such year. 

(2) Absorption rules. For purposes 
of determining the amount, if any, of 
an unused credit (whether consolidated 
or separate) which can be carried to a 
taxable year (consolidated or separate), 
the amount of such unused credit which 
is absorbed in a prior consolidated re¬ 
turn year under section 46(b) shall be 
determined by— 

(i) Applying all unused credits which 
can be can-led to such prior year in the 
order of the taxable years in which such 
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unused credits arose, beginning with the 
taxable year which ends earliest, and 

<ii) Applying all such unused credits 
which can be carried to such prior year 
from taxable years ending on the same 
date on a pro rata basis. 

(c) Limitation on investment credit 
carryovers and carrybacks from separate 
return limitation years —(1) General 
rule. In the case of an unused credit of 
a member of the group arising in a sepa¬ 
rate return limitation year (as defined in 
paragraph (f) of § 1.1502-1) of such 
member (and in a separate return limita¬ 
tion year of any predecessor of such 
member), the amount which may be in¬ 
cluded under paragraph (b) of this sec¬ 
tion (computed without regard to the 
limitation contained in paragraph (e) of 
this section) shall not exceed the amount 
determined under subparagraph (2) of 
this paragraph. 

(2) Computation of limitation . The 
amount referred to in subparagraph (1) 
of this paragraph with respect to a mem¬ 
ber of the group is the excess, if any, 

of— 

(i) The limitation based on amount 
of tax of the group, minus such limita¬ 
tion recomputed by excluding the items 
of income, deduction, and foreign tax 
credit of such member, over 

(ii) The sum of (a) the investment 
credit earned by such member for such 
consolidated return year, and (b) the 
unused credits attributable to such mem¬ 
ber which may be carried to such con¬ 
solidated return year arising in unused 
credit years ending prior to the particu¬ 
lar separate return limitation year. 

<d> Examples. The provisions of 
paragraphs (a), <b), and (c) of this 
section may be illustrated by the follow¬ 
ing examples: 

Example (/). Corporation P Is incorpo¬ 
rated on January 1. 1966. On that same day 
P incorporates corporation S. a wholly owned 
subsidiary. P and S file consolidated re¬ 
turns for calendar years 1966 and 1967. P’s 
and S’s credit earned, the consolidated credit 
earned, and the consolidated limitation 
based on amount of tax for 1966 and 1967 
are as follows r 



1 Credit 
earned , 

Consoli¬ 

dated 

credit 

earned 

Consoli¬ 

dated 

limita¬ 

tion 

, baaed on 
amount 
of tax 

1966: 




V . 

S_ 

1007: . 

-1 $60. 000 

- 1 * 1 2 30,000 1 

1 $00.000 ; 
1 i 

$100,000 

1*_ 

8_ 

. 4o.ooo; 

.1 2ft, 000 

} C5,noo 

50.000 


(1) P’s and S’s credit earned for 1966 are 
aggregated and the group’s consolidated 
credit earned. $90,000. is allowable in full to 
ic!<L' gr0Up as a crc< ht under section 38 for 
*966 since such amount Is less than the 
onsolidated limitation based on amount of 
tax for 1966. $100,000. 

•tl) Since the consolidated limitation 
cased on amount of tax for 1967 is $50,000, 
*? 0 ’ 000 of the $65,000 consolidated credit 
, . net * for such year is allowable to the group 
rm? e w SeCtlon 38 as a credit for 1967. The 
unuse d credit for 1967 of $15,000 
v , ,00 ° leS8 $50,000) is a consolidated in¬ 
dent credit carryback and carryover to 


the years prescribed in section 46(b). In 
this case the consolidated unused credit is a 
consolidated Investment credit carryback to 
1966 (since P and S were not in existence in 
1964 and 1965) and a consolidated invest¬ 
ment credit carryover to 1968 and subsequent 
years. The portion of the consolidated un- 


Example (2) (i) Assume the same facts 

as in example (1). except that all the stock 
of corporation T, also a calendar year tax¬ 
payer. is acquired by P on January 1, 1968, 
and that P. S, and T file a consolidated re¬ 
turn for 1968. In 1966 T had an unused 
credit of $10,000 which has not been ab¬ 
sorbed and is available as an Investment 
credit carryover to 1968. Such carryover is 
from a separate return limitation year. P’s 
and S’s credit earned for 1968 is $10,000 each 
and T’s credit earned is $8,000; the consoli¬ 
dated credit earned is therefore $28,000. The 
group’s consolidated limitation based on 
amount of tax for 1968 is $50,000. Such 
limitation recomputed by excluding the 
items of income, deduction, and foreign tax 
credit of T is $30,000. Thus, the amount 
determined under paragraph (c)(2)(i) of 
this section is $20,000 ($50,000 minus 

$30,000). Accordingly, the limitation on the 
carryover of T’s unused credit is $12,000. the 
excess of $20,000 over $8,000 (the sum of T's 
credit earned for the taxable year and any 
carryovers from prior unused credit years 
(none in this case)). Therefore T’s $10,000 
unused credit from 1966 may be carried over 
to the consolidated return year without 
limitation. 


(e) Limitation on investment credit 
carryovers where there has been a con- 
solidated return change of ownership — 

(1) General rule. If a consolidated re¬ 
turn change of ownership (as defined in 
paragraph (g) of § 1.1502-1) occurs dur¬ 
ing the taxable year or an earlier taxable 
year, the amount which may be included 
under paragraph (b) of this section in 
the consolidated investment credit carry¬ 
overs to the taxable year with respect to 
the aggregate unused credits attributable 
to old members of the group (as defined 
in paragraph (g)(3) of § 1.1502-1) aris¬ 
ing in taxable years (consolidated or 
separate) ending on the same day and 
before the taxable year in which the 
consolidated return change of ownership 
occurred shall not exceed the amount de¬ 
termined under subparagraph (2) of 
this paragraph. 

(2) Computation of limitation. The 
amount referred to in subparagraph (1) 
of this paragraph shall be the excess of 
the consolidated limitation based on the 
amount of tax for the taxable year, re¬ 
computed by including only the items of 
income, deduction, and foreign tax credit 
of the old members, over the sum of— 


used credit for 1967 w T hich U allowable as a 
credit for 1966 Is $10,000. This amount shall 
be added to the amount allowable as a credit 
to the group for 1966. The balance of the 
consolidated unused credit for 1967 to be 
carried to 1968 is $5,000. These amounts are 
computed as follows: 


(li) The group’s consolidated credit earned 
for 1968. $28,000. is allowable in full as a 
credit under section 38 since such amount is 
less than the consolidated limitation based 
on amount of tax, $50,000. 

(ill) The group’s consolidated investment 
credit carryover to 1968 is $15,000, consist¬ 
ing of the consolidated unused credits of the 
group ($5,000), plus T’s separate return year 
unused credit ($10,000). The entire $15,000 
consolidated carryover shall be added to the 
amount allowable to the group as a credit 
under section 38 for 1968, since such amount 
is less than $22,000 (the excess of the con¬ 
solidated limitation based on tax, $50,000. 
over the sum of the consolidated credit 
earned for 1968, $28,000, and unused credits 
arising In prior unused credit years, zero). 

Example (3). Assume the same facts as 
in example (2), except that the amount de¬ 
termined under paragraph (c)(2)(l) of this 
section is $12,000. Therefore, the limitation 
on the carryover of T's unused credit is 
$4,000. Accordingly, the consolidated in¬ 
vestment credit carryover is only $9,000 since 
the amount of T’s separate return year un¬ 
used credit which may be added to the 
group’s $5,000 consolidated unused credit is 
$4,000. These amounts are computed as 
follows: 


<i) The aggregate investment credits 
earned by the old members for the tax¬ 
able year, and 

(ii) The aggregate unused investment 
credits attributable to the old members 
which may be carried to the taxable year 
arising in unused credit years ending 
prior to the particular unused credit year 
or years. 

(f) Early dispositions , etc., of section 
38 property —(1) Dispositions of section 
38 property during and after consoli¬ 
dated return year. If property is sub¬ 
ject to section 47<a) (1) or (2) with 
respect to a member during a consoli¬ 
dated return year, any increase in tax 
shall be added to the tax liability of 
the group under § 1.1502-2 (regardless 
of whether the property was placed in 
service in a consolidated or separate re¬ 
turn year). Also, if property is subject 
to section 47(a) (1) or (2) with respect 
to a corporation during a taxable year 
for which such corporation files on a 
separate return basis, any increase in tax 
shall be added to the tax liability of 
such corporation (regardless of whether 
such property was placed in service in 
a consolidated or separate return year). 


Coasolidated carryback to 198ft. ------ . 

1006consolidated limitation based on tax..... 

Less: Consolidated credit eurued for 1WM— .. 

Consolidated unused credits attributable to years preceding 1907.— 


.. $90,000 
0 


$100, 000 
on. non 


Limit on amount of 1907 consolidated unused credit which may be added as u 
credit for I960. ....... 

Balance of 1007 consolidated unused credit to be carried to 1068.. 


tlf\ 000 


in, ow 
5, 000 


T’s carryover to 1908.......... $19. 000 

Consolidated limitation based on amount of tax minus recomputed [imitation.$1*2,000 

Less: T’s credit earned for 1968 ......$8,000 

Unused credits attributable to T arising in unused credit years preceding 1906_ 0 8.0<to 

Limit on amount of 1900 unused credit of T which may Ik* added to consolidated invest¬ 
ment credit carryover.....—........ . 4, ooo 

Balance of 1966 unused credit of T to bo carried to 1909 (subject to the limitation contained 
in paragraph <c) of this section) ..—.......... .. fl, ooo 
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(2) Exception for transfer to another 

member, (i) Except as provided in sub¬ 
divisions Cii) and (ill) of this subpara¬ 
graph. a transfer of section 38 property 
from one member of the group to another 
member of such group during a consoli¬ 
dated return year shall not be treated as 
a disposition or cessation within the 
meaning of section 47(a)(1). If such 
section 38 property is disposed of, or 
otherwise ceases to be section 38 prop¬ 
erty or becomes public utility property 
with respect to the transferee, before 
the close of the estimated useful life 
which was taken into account in com¬ 
puting qualified investment, then section 
47(a) (1) or (2) shall apply to the 

transferee with respect to such property 
(determined by taking into account the 
period of use, qualified investment, other 
dispositions, etc., of the transferor). 
Any increase in tax due to the applica¬ 
tion of section 47 (a > (1> or (2.) shall be 
added to the tax liability of such trans¬ 
feree (or the tax liability of a group, if 
the transferee joins in the filing of a 
consolidated returns 

(ii) Except as provided in subdivision 
(ifi) of this subparagraph, if section 38 
property is disposed of during a con¬ 
solidated return year by one member of 
the group to another member of such 
group which is an organization to which 
section 593 applies or a cooperative orga¬ 
nization described in section 1381(a). 
the tax under chapter 1 of the Code for 
such consolidated return year shall be 
increased by an amount equal to the 
aggregate decrease in the ci’edits allowed 
under section 38 for all prior taxable 
years which would result solely from 
treating such property, for purposes of 
determining qualified investment, as 
placed in service by such organization to 
which section 593 applies or such co¬ 
operative organization described in sec¬ 
tion 1381(a). as the case may be. but 
with due regard to the use of the property 
before such transfer. 

(iii) Section 47(a)(1) shall apply to 
a transfer of section 38 property by a 
corporation during a consolidated re¬ 
turn year if such corporation is liqui¬ 
dated in a transaction to which section 
334(b) (2) applies. 

(3) Examples. The provisions of this 
paragraph may be illustrated by the 
following examples: 

Example (1). P, S. and T file a consoli¬ 
dated return for calendar year 1967. In such 
year S places in service section 38 property 
having an estimated useful life of more than 
8 years. In 1968, P. S. and T file a consoli¬ 
dated return and in such year S sells such 
property to T. Such sale will not cause 
section 47(a) (1) to apply. 

Example (2). Assume the same facts as 
in example (1), except that P, S. and T 
filed separate returns for 1967. The sale 
from S to T wtU not cause section 47(a)(1) 
to apply. 

Example (3). Assume the same facts as 
in example (1). except that P. S. and T 
continue to file consolidated returns 
through 1971 nnd in such year T disposes 
of the property to individual A. Section 
47(a)(1) will apply to the group and any 
increase in tax shall be added to the tax 
liability of the group. For the purposes of 
determining the actual period (ft use by 
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T. such period shaU include S's period of 
use. 

Example (4). Assume the same facte as 
in example (3). except that T files a separate 
return in 1971. Again, the actual periods 
of use by S and T will be combined in 
applying section 47. If the disposition 
results in an increase In tax under section 
47(a)(1), such additional tax shall be added 
to the separate tax liability of T. 

Example (5). Assume the same facts as 
in example (1). except that In 1969, P sells 
all the stock of T to a third party. Such 
sale will not cause section 47(a) (1) to apply. 

§ 1.1302 — 4 ('.oiiMiliilaled foreign lax 
credit. 

(a) In general. The credit under sec¬ 
tion 901 for taxes paid or accrued to any 
foreign country or possession of the 
United States shall be allowed to the 
group only if the common parent cor¬ 
poration chooses to use such credit in 
the computation of the tax liability of 
the group for the consolidated return 
year. If this choice is made, no deduc¬ 
tion may be taken on the consolidated re¬ 
turn for such taxes paid or accrued by 
any member of the group. See section 
275(a)(4). 

(b) Limitation effective under section 
904 (a) for the group —<1) Common par¬ 
ent's limitation effective for group. The 
determination of whether the overall 
limitation or the per-country limitation 
applies for a consolidated return year 
shall be made by reference to the limita¬ 
tion effective with respect to the common 
parent corporation for such year. If the 
limitation effective with respect to a 
member for its immediately preceding 
separate return year differs from the lim¬ 
itation effective with respect to the com¬ 
mon parent corporation for the consoli¬ 
dated return year, then such member 
shall, if the overall limitation is effective 
with respect to the common parent, be 
deemed to have made an election to use 
such overall limitation, or. if the per- 
country limitation is effective with re¬ 
spect to the common parent, be deemed 
to have revoked its election to use the 
overall limitation. Consent of the Sec¬ 
retary or his delegate (if otherwise re¬ 
quired) is hereby given to such member 
for such election or revocation. Any 
such election or revocation shall apply 
only prospectively beginning with such 
consolidated return year. 

(2) Limitation effective for subsequent 
years. The limitation effective with re¬ 
spect to a member for the last year for 
which it joins in the filing of a con¬ 
solidated return with a group shall re¬ 
main in effect for a subsequent sepa¬ 
rate return year and may be changed by 
such corporation for such subsequent 
year only hi accordance with the provi¬ 
sions of section 904(b) (and this para¬ 
graph if it joins in the filing of a con¬ 
solidated return with another group). 
Any retroactive change in the limitation 
by the common parent corporation for 
such member’s last consolidated return 
year shall change the election effective 
with respect to such member for such 
last period. Thus, if the common par¬ 
ent (P) elects the overall limitation with 
respect to calendar year 1966. such elec¬ 
tion would be effective with respect to its 


subsidiary S for 1966. If S leaves the 
group at the beginning of calendar year 
1967, such election shall be effective for 
1967 with respect to S (unless S re¬ 
vokes such election for 1967 or a subse¬ 
quent year in accordance with section 904 
(b), or this paragraph if it joins in the 
filing of a consolidated return with an¬ 
other group). However, if P retroac¬ 
tively changes back to the per-country 
limitation with respect to 1966, such 
limitation would be effective with re¬ 
spect to S for 1966 and subsequent years 
(unless S elects the overall limitation for 
any such subsequent year). 

<c) Computation of consolidated for¬ 
eign tax credit. The foreign tax credit 
for the consolidated return year shall bi* 
determined on a consolidated basis under 
the principles of sections 901 through 
905 and section 960. For example, if the 
per-country limitation applies to the 
consolidated return year, taxes paid or 
accrued for such year (including those 
deemed paid or accrued under section.' 
902 and 960 (a) and paragraph <e) of 
this section) to each foreign country or 
possession by the members of the group 
shall be aggregated. If the overall limi¬ 
tation applies, taxes paid or accrued for 
such year (including those deemed paid 
or accrued) to all foreign countries and 
possessions by members of the group 
shall be aggregated. If the overall 
limitation applies and a member of the 
group qualifies as a Western Hemisphere 
trade corporation, see section 1503(b>. 

(d) Computation of limitation on 
credit. For purposes of computing the 
group’s applicable limitation under sec¬ 
tion 904(a), the following rules shall 
apply: 

(1) Computation of taxable income 
from foreign sources. The numerator of 
the applicable limiting fraction under 
section 904<a) shall be an amount (not 
in excess of the amount determined un¬ 
der subparagraph (2) of tiffs paragraph) 
equal to the aggregate of the separate 
taxable incomes of the members from 
sources within each foreign country or 
possession of the United States (if the 
per-country limitation is applicable), or 
from sources without the United States 
(if the overall limitation is applicable >. 
determined under 5 1.1502-12, adjusted 
for the following items taken into ac¬ 
count in the computation of consolidated 
taxable income: 

(i) The portion of the consolidated net 
operating loss deduction, the consoli¬ 
dated charitable contributions deduc¬ 
tion, the consolidated dividends received 
deduction, and the consolidated section 
922 deduction, attributable to such for¬ 
eign source income; 

(ii) Any such foreign source net capi¬ 
tal gain (determined without regard to 
any net capital loss carryover); 

(iii) Any such foreign source net 
capital loss and section 1231 net loss, 
reduced by the portion of the cons 0 * 1 ' 
dated net capital loss attributable 
such foreign source loss; and 

Uv) The portion of any consolidated 
net capital loss carryover attributa 
to such foreign source income whicn v> 
absorbed in the taxable year. 
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(2) Computation of entire taxable in¬ 
come. The denominator of the appli¬ 
cable limiting fraction under section 
904(a) (that is, the entire taxable in¬ 
come of the group) shall be the con¬ 
solidated taxable income of the group 
computed in accordance with § 1.1502-11. 

(3) Computation of tax against which 
credit is taken. The tax against which 
the limiting fraction under section 904 
(a) is applied shall be the consolidated 
tax liability of the group determined 
under § 1.1502-2, but without regard to 
paragraphs (b), (c) f (d), and (j) there¬ 
of, and without regard to any credit 
against such liability. 

(e) Carryover and carryback of un¬ 
used foreign tax — (1) Allowance of un¬ 
used foreign tax as consolidated carry¬ 
over or carryback. The aggregate of the 
consolidated unused foreign tax carry¬ 
overs and carrybacks to the taxable year, 
to the extent absorbed for such year 
under the principles of section 904(d), 
shall be deemed to be paid or accrued 
to a foreign country or possession for 
such year. The consolidated unused 
foreign tax carryovers and carrybacks 
to the taxable year shall consist of any 
consolidated unused foreign tax, plus 
any unused foreign tax of members for 
separate return years of such members, 
which may be carried over or back to the 
taxable year under the principles of sec¬ 
tion 904 (d) and (e). However, such 
consolidated carryovers and carrybacks 
shall not include any consolidated un¬ 
used foreign taxes apportioned to a cor¬ 
poration for a separate return year pur¬ 
suant to § 1.1502-79(d) and shall be 
subject to the limitations contained in 
paragraphs (f) and (g) of this section. 
A consolidated unused foreign tax is the 
excess of the foreign taxes paid or ac¬ 
crued by the group (or deemed paid or 
accrued by the group, other than by rea¬ 
son of section 904(d)) over the appli¬ 
cable limitation for the consolidated 
return year. 

( 2) Absorption rules. For purposes of 
determining the amount, if any. of an 
unused foreign tax (consolidated or sep¬ 
arate) which can be carried to a taxable 
year (consolidated or separate), the 
amount of such unused tax which is ab¬ 
sorbed in a prior consolidated return 
year under section 904(d) shall be de¬ 
termined by— 

Ji) Applying all unused foreign taxes 
J'mch can be carried to such prior year 
m the order of the taxable years in which 
such unused taxes arose, beginning with 
me taxable year which ends earliest, and 
I Applying all such unused taxes 
nich can be carried to such prior year 
irom taxable years ending on the same 
date on a pro rata basis. 

*■ Limitation on unused foreign tax 
or carryback from separate 
limitation years— (1) General rule. 

the case of an unused foreign tax of a 

J 1 V of grou P arising in a sepa- 
Petu *? 1 limitation year (as defined in 
ni l »mh raP l <f) of 5 1.1502-1) of such 
the ^ount which may be in- 
tirm^ under paragraph (e) of this sec- 
limi fatt° mputed without regard to the 
of tM ° n con tained in paragraph (g) 

8 section) shall not exceed the 


amount determined under subparagraph 
(2) of this paragraph. 

(2) Computation of limitation. The 
amount referred to in subparagraph (1) 
of this paragraph with respect to a mem¬ 
ber of the group is the excess, if any, of— 

(1) Tlie section 904(a) limitation of 
the group, minus such limitation recom¬ 
puted by excluding the items of income 
and deduction of such member, over 

(ii) The sum of (a) the foreign taxes 
paid (or deemed paid, other than by rea¬ 
son of section 904(d)) by such member 
for the consolidated return year, and 
(b) the unused foreign tax attributable 
to such member which may be carried 
to such consolidated return year arising 
in taxable years ending prior to the par¬ 
ticular separate return limitation year. 

(g) Limitation on unused foreign tax 
carryover where there has been a consol¬ 
idated return change of ownership —(1) 
General rule. If a consolidated return 
change of ownership (as defined in para¬ 
graph (g) of § 1.1502-1) occurs during 
the taxable year or an earlier taxable 
year, the amount which may be included 
under paragraph (e) of this section in 
the consolidated unused foreign tax 
carryovers to the taxable year with re¬ 
spect to the aggregate unused credits 
attributable to the old members of the 
group (as defined in paragraph (g)(3) 
of § 1.1502-1) arising in taxable years 
(consolidated or separate) ending on the 
same day and before the taxable year 
in which the consolidated return change 
of ownership occurred shall not exceed 
the amount determined under subpara¬ 
graph (2) of this paragraph. 

(2) Computation of limitation. The 
amount referred to in subparagraph (1) 
of this paragraph shall be the excess of 
the section 904(a) limitation of the group 
for the taxable year, recomputed by in¬ 
cluding only the items of income and 
deduction of the old members of the 
group, over the sum of— 

(i) The aggregate foreign taxes paid 
(or deemed paid, other than by reason 
of section 904(d)) by the old members 
for the taxable year, and 

(ii) The aggregate unused foreign tax 
attributable to the old members which 
can be carried to the taxable year aris¬ 
ing in taxable years ending prior to the 
particular unused foreign tax year or 
years. 

<h) Amount of credit with respect to 
interest income. If any member of the 
group has interest income described in 
section 904(f)(2) (for a year for which 
it filed on a consolidated or separate 
basis), the group’s foreign tax credit 
with respect to such interest shall be 
computed separately in accordance with 
the principles of section 904«f) and this 
section. 

(i) [Reserved! 

(j) Examples. The provisions of this 
section may be illustrated by the follow¬ 
ing examples: 

Example (1). Domestic corporation P is 
Incorporated on January 1, 1966. On that 
same day It also Incorporates domestic cor¬ 
porations S and T, whoUy owned subsidi¬ 
aries. P, S. and T file consolidated returns 
for 1966 and 1967 on the basis of a calendar 
year. T engages In business solely In country 


A. S transacts business solely in countries 
A and B. P does business solely in the United 
States. During 1966 T sold an Item of in* 
ventory to P at a profit of $2,000. Under 
§ 1.1502-13 such profit is deferred and none 
of the circumstances of restoration contained 
in paragraph (d), (e), or (f) of § 1.1502-13 
have occurred as of the close of 1966. The 
taxable Income for 1966 from foreign and 
United States sources, and the foreign taxes 
paid on such foreign income are as follows: 


Corpo* 

ration 

U.S. 

taxa¬ 

ble 

in¬ 

come 

Country A 

Country B 

Total 

Taxa¬ 

ble 

in¬ 

come 

Taxa¬ 

ble 

in¬ 

come 

For¬ 

eign 

tax 

paid 

Taxa- 

blo 

In¬ 

come 

For¬ 

eign 

fix 

paid 

P _ 

T. _ 

$40,000 




SMXMi 

$40, Of 10 
20,000 
20,000 

80,000 

$20,000 

10,000 

$12,000 
0, (MJO 

$10.000 

8. 





Such taxable income was computed by tak¬ 
ing into account the rules provided in 
§ 1.1502-12. Thus, the $2,000 deferred profit 
is not included in T’s taxable income for 
1966 (but will be included for the taxable 
year for which one of the events specified 
in paragraph (d), (e), or (f) of § 1.1502-13 
occurs). The consolidated taxable income 
of the group (computed in accordance with 
5 1.1502-11) Is $80,000. The consolidated 
tax liability against which the credit may be 
taken (computed in accordance with para¬ 
graph (d)(3) of this section) is $31,900. 

(i) Assuming P chooses to use the foreign 
taxes paid as a credit and the group is sub¬ 
ject to the per-country limitation, the group 
may take as a credit against the consolidated 
tax liability $11,962.50 of the amount paid 
to country A, plus the $3,000 paid to country 
B. Such amounts are computed as follows: 
The aggregate taxes paid to country A of 
$18,000 is limited to $11,962.50 ($31,900 times 
$30,000, $80.000). The unused foreign tax 
with respect to country A is $6,037.50 ($18,000 
less $11,962.50), and is a consolidated unused 
foreign tax which shall be carried to the 
years prescribed by section 904(d). A credit 
of $3,000 is available with respect to the taxes 
paid to country B since such amount is less 
than the limitation of $3,987.50 ($31,900 
times $10,000/$80,000). 

(ii) Assuming the overall limitation is in 

effect for the taxable year, the group may 
take $15,950 as a credit, computed as fol¬ 
lows: The aggregate taxes paid to All foreign 
countries of $21,000 Is limited to $15,950 
($31,900 times $40,000/$80.000). The un¬ 
used foreign tax is $5,050 ($21,000 less 

$15,950). and is a consolidated unused for¬ 
eign tax which shall be carried to the years 
prescribed by section 904 (d ). 

Example (2). Assume the same facts as 
in example (1), except that T has a $10,000 
long-term capital gain (derived from a sale 
to a nonmember In country A) and P has a 
$10,000 long-term capital loss (derived from 
a sale to a nonmember in the United States). 
Notwithstanding that the consolidated net 
capital gain of the group is zero, T's capital 
gain shall be reflected in full In the computa¬ 
tion of taxable income from foreign sources. 

Example (J). Assume the same facts as 
in example (1), except that the group had 
a consolidated section 172 deduction of $8,000 
which is attributable to a net operating loss 
sustained by T. The $8,000 consolidated net 
operating loss deduction is offset against T's 
income from country A, thus reducing T’s 
taxable Income from country A to $12,000. 

§ 1.1502—5 Estimated tax. 

(a) General rule — (1) Consolidated 
estimated tax. If a group files a con¬ 
solidated return for two consecutive tax- 



















11800 

able years, it shall file its declaration of 
estimated tax on a consolidated basis 
for each subsequent taxable year, until 
such time as separate returns are prop¬ 
erly filed under § 1.1502—75(c). Until 
such time, the group shall be treated as a 
single corporation for purposes of sec¬ 
tions 6016 and 6154 (relating to declara¬ 
tion and payment of estimated tax by 
corporations). If separate returns are 
filed by the members for a taxable year, 
the amount of any estimated tax pay¬ 
ments made with respect to a con¬ 
solidated declaration of estimated tax for 
such year shall be credited against the 
separate tax liabilities of the members in 
any manner designated by the common 
parent which is satisfactory to the Com¬ 
missioner. The consolidated declara¬ 
tion of estimated tax shall be filed, and 
payments shall be made, to the district 
director with whom the common parent 
would file a separate return. A state¬ 
ment should be attached to the declara¬ 
tion setting forth the name, address, 
taxpayer account number, and district 
director of each member. 

(2) Estimated tax on a separate basis. 
If a group Is not required to file a con¬ 
solidated declaration of estimated tax 
for a taxable year, then each member 
shall be treated as a separate corporation 
for such taxable year for purposes of 
sections 6016 and 6154, except as other¬ 
wise provided in section 243(b) (3) (C) 
(v). If a consolidated return is filed for 
such year, the amount of any estimated 
tax payments made for such year shall 
be credited against the tax liability of 
the group. 

(b) Additions to tax for failure to pay 
estimated tax under section 6655 —(1) 
Consolidated declaration of estimated 
tax required to be filed. If a group is 
required to file a consolidated declara¬ 
tion of estimated tax for the taxable year 
under paragraph (a) (1) of this section, 
then— 

(i) If such group files a consolidated 
return for the taxable year, it shall be 
limited to a single $100,000 exemption 
for purposes of applying section 6655 to 
payments of estimated tax for such year. 
For purposes of section 6655(d)(1), the 
“tax shown on the return" shall be the 
tax shown on the consolidated return 
for the preceding taxable year, and for 
purposes of section 6655(d)(2), the 
“facts shown on the return" shall be the 
facts shown on the consolidated return 
for the preceding taxable year. 

(ii) If such group does not file a con¬ 
solidated return for the taxable year, 
each member of the group shall, except 
as otherwise provided in section 243(b) 
(3)(C)(v), be entitled to a separate 
$100,000 exemption for purposes of ap¬ 
plying section 6655 to payments of esti¬ 
mated tax for such year. For purposes 
of section 6655(b)(2), the “amount, if 
any, of the installment paid" by any 
member shall be an amount apportioned 
to such member in a manner designated 
by the common parent which is satis¬ 
factory to the Commissioner. For pur¬ 
poses of section 6655(d)(1), the “tax 
shown on the return" for any member 
shall be the portion of the tax shown on 
the consolidated return for the preced¬ 
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ing year allocable to such member under 
subparagraph (3) of this paragraph. 
For purposes of section 6655(d)(2). the 
“facts shown on the return" shall be the 
facts shown on the consolidated return 
for the preceding year and the tax com¬ 
puted under such section shall be allo¬ 
cated under the rules of subparagraph 
(3) of this paragraph. 

(2) Separate declaration of estimated 
tax. If the members of a group are 
treated as separate corporations for the 
taxable year under paragraph (a)(2) of 
this section, then, except as otherwise 
provided in section 243(b) (3) (C) (v), 
each such member is entitled to a sepa¬ 
rate $100,000 exemption for purposes of 
applying section 6655 to payments of 
estimated tax for such year, whether or 
not the group files a consolidated return 
for such year. If the group files a con¬ 
solidated return for such year, then for 
purposes of section 6655(b) (1), the “tax 
shown on the return" for any member 
shall be the portion of the tax shown on 
the consolidated return allocable to such 
member under subparagraph (3) of this 
paragraph. If the group filed a con¬ 
solidated return for the preceding tax¬ 
able year, then for purposes of section 
6655(d)(1), the “tax shown on the re¬ 
turn" for any member shall be the por¬ 
tion of the tax shown on the consolidated 
return for such preceding year allocable 
to such member under subparagraph (3) 
of this paragraph. For purposes of sec¬ 
tion 6655(d)(2), the “facts shown on 
the return" shall be the facts shown on 
the consolidated return for the preced¬ 
ing year and the tax computed under 
such section shall be allocated under the 
rules of subparagraph (3) of this para¬ 
graph. 

(3) Rules for allocation of consoli¬ 
dated tax liability . For purposes of sub- 
paragraphs (1) and (2) of this para¬ 
graph, the tax shown on a consolidated 
return shall be allocated to the members 
of the group under the method which 
the group has elected pursuant to sec¬ 
tion 1552. 

(c) Examples. The provisions of this 
section may be illustrated by the follow¬ 
ing examples: 

Example ( 1 ). Corporations P and S-l file 
a consolidated return for the first time for 
calendar year 1966. P and S-l also file con¬ 
solidated returns for 1967 and 1968. For 
1966 and 1967 P and S-l may file separate 
declarations of estimated tax. and they are 
entitled to separate $100,000 exemptions. 
For 1968, however, the group must compute 
Its estimated tax on a consolidated basis, 
and it Is Umlted to a single $100,000 exemp¬ 
tion. In determining whether P and S-l 
come within the exception provided in sec¬ 
tion 6655(d) (1) for 1968, the "tax shown on 
the return" is the tax shown on the consoli¬ 
dated return for 1967. 

Example (2). Assume the same facts as 
in example (1). Assume further that cor¬ 
poration S—2 was a member of the group 
during 1967, and Joined in the filing of the 
consolidated return for such year, but ceased 
to be a member of the group on September 15, 
1968. In determining whether the group 
(which no longer includes S-2) comes with¬ 
in the exception provided in section 6655(d) 
(1) for 1968, the "tax shown on the return" 
is the tax shown on the consolidated return 
for 1967. 


Example (3). Assume the same facts as 
in example (1). Assume further that cor¬ 
poration S-2 becomes a member of the group 
on June 1. 1968, and Joins in the filing of 
the consolidated return for 19C8. In de¬ 
termining whether the group (which now In¬ 
cludes S-2) comes within the exception pro¬ 
vided in section 6655(d)(1) for 1968. the 
"tax shown on the return** is the tax shown 
on the consolidated return for 1967. Any 
tax of S-2 for any separate return year is 
not included as a part or the "tax shown on 
the return*' for purposes of applying section 
6055(d)(1). 

Example (4). Corporations X and Y filed 
consolidated returns for the calendar years 
1966 and 1967 and separate returns for 
1968. X and Y are each entitled to a sep¬ 
arate $100,000 exemption for 1968 for pur¬ 
poses of applying section 6665. In deter¬ 
mining whether X or Y comes within the 
exception provided in section 6655(d)(1) for 
1968, the "tax 6bown on the return" is the 
amount of tax shown on the consolidated 
return for 1967 allocable to X and to Y in 
accordance with paragraph (b)(3) of this 
section. 

§ 1.1502—6 Liability for tax. 

(a) Several liability of members of 
group. Except as provided in paragraph 
(b) of this section, the common parent 
corporation and each subsidiary which 
was a member of the group during any 
part of the consolidated return year shall 
be severally liable for the tax for such 
year computed in accordance with the 
regulations under section 1502 prescribed 
on or before the due date (not including 
extensions of time) for the filing of the 
consolidated return for such year. 

(b) Liability of subsidiary after with¬ 
drawal. If a subsidiary has ceased to 
be a member of the group and if such 
cessation resulted from a bona fide sale 
or exchange of its stock for fair value 
and occurred prior to the date upon 
which any deficiency is assessed, the dis¬ 
trict director may, if he believes that the 
assessment or collection of the balance 
of the deficiency will not be jeopardized, 
make assessment and collection of such 
deficiency from such former subsidiary 
in an amount not exceeding the portion 
of such deficiency which the district di¬ 
rector may determine to be allocable to 
it. If the district director makes assess¬ 
ment and collection of any part of a de¬ 
ficiency from such former subsidiary, 
then for purposes of any credit or re¬ 
fund of the amount collected from such 
former subsidiary the agency of the 
common parent under the provisions of 
§ 1.1502-77 shall not apply. 

<c) Effect of intercompany agree¬ 
ments. No agreement entered into by 
one or more members of the group with 
any other member of such group or with 
any other person shall in any case have 
the effect of reducing the liability pre¬ 
scribed under this section. 

§§ 1.1302-7 to 1.1302-10 [Reserved] 
Computation of Consolidated Taxable 
Income 

§ 1.1302-11 Consolidated taxable in¬ 
come* 

The consolidated taxable income for 
a consolidated return year shall be c c - 
termined by taking into account 

(a) The separate taxable income oi 
each member of the group (see § 1- 1&U 
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12 for the computation of separate tax¬ 
able income); 

(b/ Any consolidated net operating 
loss deduction (see 5 1.1502-21 for the 
computation of the consolidated net op¬ 
erating loss deduction); 

(c) Any consolidated net capital gain 
(see 5 1.1502-22 for the computation of 
the consolidated net capital gain); 

<d) Any consolidated section 1231 net 
loss (see § 1.1502-23 for the computation 
of the consolidated section 1231 net loss); 

(e) Any consolidated charitable con¬ 
tributions deduction (see § 1.1502-24 for 
the computation of the consolidated 
charitable contributions deduction); 

(f) Any consolidated section 922 de¬ 
duction (see 5 1.1502-25 for the compu¬ 
tation of the consolidated section 922 
deduction); 

(g) Any consolidated dividends re¬ 
ceived deduction (see § 1.1502-26 for the 
computation of the consolidated divi¬ 
dends received deduction); and 

(h) Any consolidated section 247 
deduction (see § 1.1502-27 for the com¬ 
putation of the consolidated section 247 
deduction). 


Computation or Separate Taxable 
Income 


§ 1.1502—12 Separate taxable income. 


The separate taxable Income of a mem¬ 
ber of a group shall be computed in 
accordance with the provisions covering 
the determination of taxable income of 
separate corporations except that— 

(a) Transactions between members 
and transactions with respect to stock, 
bonds, or other obligations of members 
shall be reflected according to the pro¬ 
visions of §§ 1.1502-13 and 1.1502-14; 

(b) Any deduction which is disallowed 
under 5 1.1502-15 shall be taken into ac¬ 
count as provided in that section; 

<c) The deduction allowable under 
section 615 shall be taken into account 
to the extent provided in § 1.1502-16; 

(d) The method of accounting under 
which such computation is made and the 
adjustments to be made because of any 
change in method of accounting shall be 
determined under § 1.1502-17; 

<e) Inventory adjustments shall be 
made as provided in § 1.1502-18; 

(f) Any amount included in income 
mider § 1.1502-19 shall be taken into 


account; 

(g) In the computation of the dedi 
tion under section 167, property shall i 
lose its character as new property a 
of a transfer from one mem 
of the group to another member dur 
a consolidated return year; 

<*> No net operating loss deduct 
snail be taken into account; 

(1) fReserved! 

<J> **o capital gains or losses shall 
k&en into account; 

tw \5? Bains and losses subject to s 
n 1231 shall be taken into accou 

uhJv,* No dedu ction under section 
shoii 10 charitable contribute 

11 ' a be taken into account; 

<rpu?*L Nc \ deduc tion under section i 
HemieSk the de duction for West* 
taknn re tra de corporations) shall 
U4Ken into account; 


(n) No deductions under section 243 
(a)(1), 244(a), 245, or 247 (relating to 
deductions with respect to dividends 
received and dividends paid) shall be 
taken into account; and 

(o) Basis shall be determined under 
55 1.1502-31 and 1.1502-32, and earnings 
and profits shall be determined under 
§ 1.1502-33. The term "separate taxable 
income" shall include a case in which the 
determination under this section results 
in an excess of deductions over gross 
income. 

§ 1.1502-13 Intercompany transactions. 

(a) Definitions . For purposes of 
§§ 1.1502-1 through 1.1502-80— 

(1) "Intercompany transaction .” (i) 

Except as provided in subdivision (ii) of 
this subparagraph, the term "inter¬ 
company transaction" means a trans¬ 
action during a consolidated return 
year between corporations which are 
members of the same group immediately 
after such transaction. Thus, for ex¬ 
ample, an intercompany transaction 
would include a sale of property by one 
member of a group (hereinafter referred 
to as the "selling member") to another 
member of the same group ("purchasing 
member"), the performance of services 
by one member of a group ("selling 
member") for another member of the 
same group ("purchasing member"), or 
the payment of interest by one member 
of a group ("purchasing member") to 
another member of the same group 
("selling member"), during a consoli¬ 
dated return year. 

(ii) The term "intercompany transac¬ 
tion” does not include a distribution by 
one member of a group to another mem¬ 
ber of the same group with respect to the 
distributing member's stock, or a contri¬ 
bution to capital on which no gain is 
realized. Thus, for example, dividend 
distributions, redemptions, and liquida¬ 
tions are not intercompany transactions. 
The term also does not include sales and 
other dispositions of, and bad debts with 
respect to, obligations of other members 
of the group. See § 1.1502-14, relating 
to amounts received with respect to stock, 
bonds, or other obligations of a member 
of the group. 

(2) " Deferred intercompany trans¬ 
action”. The term "deferred intercom¬ 
pany transaction” means— 

(i) The sale or exchange of property, 

(ii) The performance of services in a 
case where the amount of the expendi¬ 
ture for such services is capitalized (for 
example, a builder’s fee, architect’s fee, 
or other similar cost which is included in 
the basis of property), or 

(ill) Any other expenditure in a case 
where the amount of the expenditure is 
capitalized (for example, prepaid rent, 
or interest which is included in the basis 
of property), in an intercompany trans¬ 
action. 

(b) Treatment of intercompany trans¬ 
actions other than deferred intercom¬ 
pany transactions —(1) General rule. 
Gain or loss on intercompany transac¬ 
tions (other than deferred intercompany 
transactions) shall not be deferred or 
eliminated. Thus, for example, if, dur¬ 
ing a consolidated return year, a pur¬ 


chasing member makes an interest pay¬ 
ment on an indebtedness to a selling 
member in an intercompany transaction, 
the purchasing member shall take the 
deduction for interest into account and 
the selling member shall take the inter¬ 
est income into account. 

(2) Special rule. If, in an intercom¬ 
pany transaction (other than a deferred 
intercompany transaction), one member 
would otherwise properly take an item 
of income or a deduction into account for 
a consolidated return year earlier than 
the year (whether consolidated or sepa¬ 
rate) for which another member of the 
group can properly take into account the 
corresponding item of income or de¬ 
duction, then both the item of income 
and the deduction shall be taken into 
account for the later year (whether con¬ 
solidated or separate). On the other 
hand, if one member properly takes an 
item of income or a deduction into ac¬ 
count for a separate return year earlier 
than the consolidated return year for 
which the other member can properly 
take into account the corresponding 
item of income or deduction, then such 
other member shall take the correspond¬ 
ing deduction or item of income into ac¬ 
count for such later consolidated return 
year. 

(c) Deferral of gain or loss on deferred 
intercompany transactions —(1) General 
rule. (1) To the extent gain or loss on 
a deferred intercompany transaction is 
recognized under the Code for a consoli¬ 
dated return year, such gain or loss shall 
be deferred by the selling member (here¬ 
inafter referred to as "deferred gain or 
loss”). 

(ii) The following rules apply with re¬ 
spect to the deferral of gain or loss on 
deferred intercompany transactions: 

(a) The selling member may not re¬ 
port gain on the installment method un¬ 
der section 453; 

<b) A selling member shall take into 
account the gain or loss on a deferred 
Intercompany transaction in accordance 
with the provisions of paragraphs (d), 

(e), and (f) of this section, notwith¬ 
standing that such selling member, under 
its method of accounting, would not 
otherwise recognize such gain or loss 
until a later taxable year. Thus, for 
example, a selling member must take into 
account its gain on a deferred intercom¬ 
pany transaction for the first taxable 
year for which the purchasing member 
is allowed a deduction for depreciation 
with respect to the property involved, 
even though the selling member, under 
its method of accounting, would not 
otherwise recognize such gain until a 
later taxable year. 

(iii) See paragraphs (d), (e). and (f) 
of this section, relating to the time and 
manner of restoring deferred gain or 
loss. See paragraph (a) of § 1.1502-31, 
relating to basis of property acquired in 
a deferred intercompany transaction. 

(2) Determination of amount of de¬ 
ferred gain or loss. In determining the 
amount of deferred gain or loss, the cost 
of property, services, or any other ex¬ 
penditure shall include both direct costs 
and indirect costs which are properly 
Includible In the cost of goods sold or 
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cost of the services or other expenditure. 
See § 1.471-3 for costs properly includ¬ 
ible in cost of goods sold. 

(3) Election not to defer. A group 
may elect with the consent of the Com¬ 
missioner not to defer gain or loss on any 
deferred intercompany transactions with 
respect to all property or any class or 
classes of property. Applications for 
such consent must be filed with the Com¬ 
missioner of Internal Revenue, Washing¬ 
ton, D.C. 20224, on or before the due date 
of the consolidated return (not includ¬ 
ing extensions of time) for the taxable 
year to which the election is to apply. 
An election under this subparagraph 
shall, unless revoked with the consent of 
the Commissioner, apply to all members 
of the group for the consolidated return 
year for which made and all subsequent 
consolidated return years ending prior to 
the first year for which such group does 
not file a consolidated return. 

(4> Character and source of deferred 
gain or loss, (i) Except as provided in 
subdivision (ii) of this subparagraph, the 
character and source of deferred gain or 
loss on a deferred intercompany trans¬ 
action shall be determined at the time 
of the deferred intercompany transac¬ 
tion as if such transaction had not oc¬ 
curred during a consolidated return year. 

(ii) Deferred gain or loss taken into 
account by the selling member under 
paragraph (d)(1) of this section, or (as 
a result of abandonment) under para¬ 
graph (f) of this section, shall be treated 
as ordinary income or loss. 

(5) Accounting for deferred gain or 
loss. The amount of deferred gain or 
loss shall be reflected on permanent rec¬ 
ords (including work papers). From 
such permanent records the group must 
be able to identify the character and 
source of the deferred gain or loss to the 
selling member, and must be able to ap¬ 
ply the restoration rules of paragraphs 
(d>. (e). and (f) of this section. 

(6) Inheritance of deferred gain or 
loss. If the assets of a selling member 
are acquired by one or more other mem¬ 
bers in an acquisition to which section 
381(a) applies, the member acquiring 
the greatest portion of the assets (meas¬ 
ured by fair market value) of the selling 
member shall be subject to the provisions 
of paragraphs (d), (e), and (f) of this 
section with respect to the entire re¬ 
maining balance of the deferred gain or 
loss. If two or more members acquire 
the same portion (which is greater than 
that acquired by any other members), 
the common parent shall select which 
such member shall be subject to the pro¬ 
visions of paragraphs (d), (e), and (f) 
of this section. For purposes of this sec¬ 
tion, a member which inherits the bal¬ 
ance of the deferred gain or loss under 
tills subparagraph shall be treated as the 
selling member. 

<d> Restoration of deferred gain or 
loss for property subject to depreciation, 
amortization, or depletion —(1) General 
rule. <i) If property (including a cap¬ 
italized expenditure for services, or any 
other capitalized expenditure) acquired 
in a deferred intercompany transaction 
is. in the hands of any member of the 
group, subject to depreciation, amortiza¬ 


tion, or depletion, then, for each taxable 
year (whether consolidated or separate) 
for which a depreciation, amortization, 
or depletion deduction is allowed to any 
member of the group with respect to 
such property, a portion (as determined 
under subdivision (ii) of this subpara¬ 
graph) of the deferred gain or loss 
attributable to such property shall be 
taken into account by the selling 
member. 

(ii) The portion of the deferred gain 
or loss attributable to any property 
which shall be taken into account by the 
selling member shall be an amount 
equal to— 

(a) The amount of gain or loss de¬ 
ferred by the selling member at the time 
of the deferred intercompany transac¬ 
tion (and if a member has transferred 
the property to another member of the 
group, the remaining balance at the 
time of such transfer), multiplied by 

(b) A fraction, the numerator of 
which is the amount of the depreciation, 
amortization, or depletion deduction 
with respect to such property allowed to 
any member of the group for the year 
(whether consolidated or separate), and 
the denominator of which is the depre¬ 
ciable basis (i.e., basis reduced by sal¬ 
vage value required to be taken into 
account, if any) of such property in the 
hands of such member immediately after 
such property was transferred to such 
member. 

(2) Multiple asset accounts. In the 
case of property contained in a multiple 
asset account (or in single asset accounts 
for which an average rate is used), for 
purposes of subparagraph (l)(ii)(b) of 
this paragraph the depreciation deduc¬ 
tion allowed for a particular taxable 
year shall be determined by reference to 
the rate and method of depreciation 
applied to such multiple asset account 
(or average rate and method of depreci¬ 
ation applied to such single asset ac¬ 
counts). Thus, if property with an 
estimated useful life of 3 years is placed 
in a multiple asset account which is de¬ 
preciated on the straight-line method at 
a rate of 20 percent, the depreciation de¬ 
duction allowed for each taxable year 
shall be assumed to be 20 percent of the 
basis of such property (reduced by the 
salvage value taken into account). 

(3) Reduction or deferred gain or loss. 
The deferred gain or loss shall be re¬ 
duced by the amount taken into account 
by the selling member under subpara¬ 
graph (1) of this paragraph. If the 
deferred gain includes any ordinary in¬ 
come, the reduction shall first be applied 
against the ordinary income. Thus, for 
example, if the selling member has de¬ 
ferred gain of $100, of which $70 is capi¬ 
tal gain and $30 is ordinary income, the 
first $30 taken into account by the selling 
member under subparagraph (1) of this 
paragraph shall be applied against the 
ordinary income, and any additional 
amounts so taken into account shall be 
applied against the capital gain. 

(e) Restoration of deferred gain or 
loss for installment obligations and 
sales —(1) Installment obligations. If an 
installment obligation (within the mean¬ 
ing of section 453(d)) is transferred in 


a deferred intercompany transaction, 
then on each date on which the obliga¬ 
tion is satisfied the selling member shall 
take into account an amount equal to 
the deferred gain or loss on such trans¬ 
fer. multiplied by a fraction, the numer¬ 
ator of which is the portion of such 
obligation satisfied on such date, and the 
denominator of which is the aggregate 
unpaid installments immediately after 
the deferred intercompany transaction. 

(2) Installment sales. If— 

(i) Property acquired in a deferred 
intercompany transaction is disposed of 
outside the group, and 

(ii) The purchasing member-vendor 
reports its income on the installment 
method under section 453, 


then on each date on which the purchas¬ 
ing member-vendor receives an install¬ 
ment payment the selling member shall 
take into account an amount equal to 
the deferred gain or loss attributable to 
such property (after taking into account 
any prior reductions under paragraph 

(d) (4) of this section) multiplied by a 
fraction, the numerator of which is the 
installment payment received and the 
denominator of which is the total con¬ 
tract price. 

(3) Reduction of deferred gain or loss. 
The deferred gain or loss shall be re¬ 
duced by the amount taken into account 
by the selling member under subpara¬ 
graph (1) or (2) of this paragraph. If 
the deferred gain includes any ordinary 
income, the reduction shall first be ap¬ 
plied against the ordinary income. 

(f) Restoration of deferred gain or 
loss on dispositions, etc. —(1) General 
rule . The remaining balance (after 
taking into account any prior reduc¬ 
tions under paragraphs (d) (4) and 

(e) (3) of this section) of the deferred 
gain or loss attributable to property, 
services, or other expenditure shall be 
taken into account by the selling mem¬ 
ber as of the earliest of the following 
dates: 

(i) The date on which such property 
is disposed of outside the group (in¬ 
cluding abandoned) other than in a 
transaction described in paragraph (e) 
(2) of this section (but not including a 
normal retirement, as defined in para¬ 
graph (b) of § 1.167(a)-8, from an aver¬ 
age-life multiple asset account or from 
a single asset account for which an aver¬ 
age rate is used). If such property is 
of a kind which would properly be in¬ 
cluded in the inventory of a member n 
on hand at the close of its taxable year, 
such member shall determine whether 
or not such item of property has been 
disposed of outside the group by ref¬ 
erence to its method of inventory iden¬ 
tification (e.g., first-in, first-out, last-in, 
first-out, or specific identification). 

(ii) In the case of a transaction de¬ 
scribed in paragraph (e) (2) of this sec¬ 
tion. the date on which the instalment 
debt is written off, satisfied, dischaige . 
or disposed of outside the group or 
property sold is repossessed (except as 
provided in section 1038), whichc 
occurs earliest; 

(ill) Immediately preceding the ti 
when either the selling member or me 






RULES AND REGULATIONS 


11803 


member which owns the property 
ceases to be a member of the group; 

(iv) In the case of property which Is 
stock in trade or other property of a 
kind which would be properly included 
in inventory of the member which owns 
the property if on hand at the close of 
such member’s taxable year, or held pri¬ 
marily for sale to customers in the 
ordinary course of such member's trade 
or business, the first day of the first 
separate return year of the selling mem¬ 
ber or the member which owns the 
property; 

(v) In the case of an obligation (other 
than an obligation of a member of the 
group), the date on which such obliga¬ 
tion is satisfied or becomes worthless; 

i vi) In the case of stock, the date on 
which such stock is redeemed (whether 
or not it is canceled, retired, or held as 
treasury stock) or becomes worthless. 

(vii) If consolidated returns are filed 
by the group for fewer than three con¬ 
secutive taxable years immediately pre¬ 
ceding a separate return year of the com¬ 
mon parent, the first day of such separate 
return year; or 

(viii) In the case of inventory, the 
date on which its value is written down 
to market (if the lower-of-cost-or-mar- 
ket method is used by the purchaser), 
but only to the extent of such write¬ 
down. 

(2) Exception. Subparagraph (1) 
(iii) of this paragraph shall not apply 
in a case where— 

(i) The selling member, or the mem¬ 
ber which owns the property as the 
case may be. ceases to be a member of 
the group by reason of an acquisition to 
which section 381(a) applies, and the 
acquiring corporation is a member, or 

<ii) The group is terminated, and im¬ 
mediately after such termination the 
corporation which w T as the common par¬ 
ent owns the property involved and is 
the selling member or is treated as the 
selling member under paragraph (c) (6) 
of this section. 


Paragraphs (d) and (e) of this section 
and this paragraph shall apply to such 
selling member. Thus, for example, sub- 
(l)(Ui) of this paragraph 
snail not apply in a case where corpora¬ 
tion p, the common parent of a group 
consisting of P and corporations S and 
1 , sells an asset to S in a deferred inter- 
ompany transaction, and subsequently 
an or the assets of S are distributed to P 
n complete liquidation of S. Moreover, 
n. after the liquidation of S. P sold T. 
" of this paragraph 

w 0 d not apply even though P ceases to 
a member of the group. 

in ? L Ce ^ ain divestitures. It, pursuant 
r ... . Ina * Judgment or a final order of a 
° r an ** enc * of the Federal or a 
beU ^ 0vernmen t. any member or mem- 
con t mi e ^. equired to divest themselves of 
result °* any °tk©r member and, as a 
be r f L ai i y mem ber ceases to be a mem- 
closw Commls sioner may enter into a 
with fh* agreement under section 7121 
mav nmf^ Up * Suc *a closing agreement 
SJE? 8 tJ ? at deferred gain or 
account , h ^ ouid otherwise be taken into 
t under subparagraph ( 1 ) (iii) of 


this paragraph shall instead be taken 
into account over an appropriate period 
of time related to the period of time 
within which the deferred income would 
have been taken into account had the 
divestiture not taken place, but not in 
excess of 10 years. Ordinarily, applica¬ 
tion for such closing agreement will not 
be granted where such divestiture is oc¬ 
casioned by the acquisition after August 
31, 1966, of control of a corporation or 
of assets. In no event will any such ap¬ 
plication be granted unless the group 
establishes to the satisfaction of the 
Commissioner that the collection of the 
tax liability attributable to any deferred 
gain will not be jeopardized by the delay. 

(g) Holding period. In determining 
the period for which a purchasing mem¬ 
ber has held property acquired in a de¬ 
ferred intercompany transaction, the 
period such property was held by the 
selling member shall not be included. 

(h) Examples. Tills section may be 
illustrated by the following examples: 

Example (1). (i) Corporations P and S 

file consolidated returns on a calendar year 
basis. On January 10. 1966. S sells land, 
which it has used in its trade or business, to 
P for $100,000. Immediately before the sale 
the basis of the land in S’s hands Is $60,000. 
P holds the land primarily for sale to cus¬ 
tomers in the ordinary course of its trade or 
business. On July 12. 1967. P sells the land 
to A, an individual. 

(U) The sale by S to P is a deferred 
intercompany transaction; 8 defers its $40,- 
000 gain on the land ($100,000 less $60,000), 
which is gain from the sale of property 
described in section 1231. As of July 12. 
1967. S takes the $40,000 deferred gain into 
account since on such date the property is 
disposed of outside the group. Such $40,000 


gain is taken into account in determining 
the consolidated section 1231 net gain or loss 
for 1967 under § 1.1602-23. 

Example (2). Corporations P and S file 
consolidated returns on a calendar year 
basis. On August l, 1966. P transfers prop¬ 
erty with a fair market value of $100,000 and 
an adjusted basis in Its hands of $85,000 to 
S in exchange for stock and $10,000 cash. 
Under section 351(b). only $10,000 of the 
$15,000 gain is recognized by P. The trans¬ 
fer is a deferred intercompany transaction; 
P defers the $10,000 gain recognized under 
section 351(b). 

Example (3). Corporations P and S file 
consolidated returns on a calendar year basis 
and report Income on the cash basis. On 
July 1, 1966. S pays P $1,000 interest on a 
loan made In 1961. The payment of interest 
is an intercompany transaction other than a 
deferred intercompany transaction; S does 
not defer or eliminate the $1,000 deduction 
for interest, and P does not defer or eliminate 
the $1,000 item of Interest income. Thus, 
consolidated taxable income for 1966 reflects 
interest income of $1,000 and a correspond¬ 
ing deduction for Interest of $1,000. 

Example ( 4 ). (1) Corporations P. S, and 

T file consolidated returns on a calendar 
year basis. On January 1, 1966. S, which is 
in the business of manufacturing machinery, 
sells a machine to P for $1,000. The cost of 
the machine is $800. P uses the machine in 
its trade or business and depreciates it on the 
stralght-linc method over an estimated use¬ 
ful life of 10 years. Salvage value of $200 
is taken into account. Thus, its annual de¬ 
preciation deduction with respect to the ma¬ 
chine is $80 ($800 ($1,000 less $200 salvage) 
divided by 10). On January 1. 1969. P sells 
the machine to A. an Individual. 

(ii) The sale by S to P is a deferred inter¬ 
company transaction; S defers Its $200 gain 
on the machine ($1,000 less $800), which Is 
characterized as ordinary income. For each 
of the 3 taxable years (1966. 1967. and 1968) 
prior to the sale to A, S takes into account 
$20 of its deferred gain, computed as follows: 


$80 depreciation deduction 

$200 deferred gain X basistoP subject to depreciation 


Such $20 gain retains its character as ordi¬ 
nary Income. 

(ill) As of January 1, 1909. 8 takes the $140 
remaining balance of the deferred gain ($200 
less $60) into account since on such date the 
machine is disposed of outside the group. 
Such $140 gain retains its character as ordi¬ 
nary income. 

Example (5). (i) The facts are the same 

as in example (4) except that beginning with 
1968 P and 8 file separate returns. 

(ii) Assuming that P. 8. and T filed a con¬ 
solidated return for 1965, the result is the 
same as in example (4). Thus, for each 
of the years 1966, 1967, and 1968 S takes into 
account $20 of its deferred gain and as of 
January 1. I960, 8 takes the remaining $140 
($200 less $60) into account. 

(Ui) Assuming that P, 8, and T filed sepa¬ 
rate returns for 1965, as of January 1, 1968, 
S takes the $160 remaining balance of the 
deferred gain ($200 less $40) into account 
since P filed a separate return for 1968 and 
the group had filed consolidated returns for 
only 2 consecutive years preceding 1968. 


Example {€). (i) The facts are the same 

as in example (4) except that on January 1, 
1969. P sells the machine to T for $660 in 
a transaction in which gain is recognized. 
T uses the machine in its trade or business 
and depreciates It on the straight-line meth¬ 
od over an estimated useful life of 10 years. 
No salvage value is taken into account. 
Thus, T’s annual depreciation deduction 
with respect to the machine is $66 ($660 di¬ 
vided by 10). 

(ii) The sale by S to P is a deferred inter¬ 
company transaction; S defers its $200 gain 
on the machine ($1,000 less $800), which is 
characterized as ordinary Income. For each 
of the 3 years (1966, 1967. and 1968) prior to 
the sale to T. S takes Into account $20 of its 
deferred gain. 

(Ill) The sale by P to T is also a deferred 
intercompany transaction; P defers its $100 
loss on the machine (adjusted basis of $760 
($1,000 less $240 total depreciation) less 
$660). 

(Iv) For 1969 S takes into account $14 of 
Its deferred gain, computed as follows: 


*140 remaining balance of deferred gain X * 66 ^P^lnUon deducti on 

$660 basis to T subject to depreciation 

(v) For 1969 P takes Into account $10 of its deferred loss, computed as follows: 

w $66 depreciation deduction 

$100 deferred lossX --—-- 

$660 basis to T subject to depreciation 
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Example (7). (1) Corporations P and S 

flle consolidated returns on a calendar year 
basis. On May 2, 1966, S sells a machine 
with an adjusted basis of $50 to P for $100 
in a transaction in which gain is recognized. 
S used the machine in its trade or business. 
For purposes of depreciation, P places the 
machine, which has an estimated useful life 
of 3 years, in an average life multiple asset 
account which is depreciated on the straight- 


line method at a rate of 20 percent. Under 
P’s consistent depreciation practice it takes 
a full year’s depreciation on all purchases 
made in the first half of its taxable year. 

(il) The sale by S to P is a deferred inter¬ 
company transaction; S defers its $50 gain 
on the machine ($100 less $50). For each of 
the taxable years 1966, 1967, 1968, 1969, and 
1970 S takes into account $10 of its deferred 
gain, computed as follows: 


. , $20 depreciation deduction 

$50 deferred gain X -—-- 

6 $100 basis to P subject to depreciation 


Such $10 is characterized as gain from the 
sale or exchange of property which is neither 
a capital asset nor property described in 
section 1231, notwithstanding the character 
of the $50 gain determined at the time of 
the sale. 

Example (8). The facts are the same as 
in example (7) and in addition during 1969 
the machine is disposed of outside the group. 
Such disposal is treated as a normal retire¬ 
ment (as defined in paragraph (b) of 
§ 1.167(a)-8). The result is the same as in 


example (7). Tlius, S takes into account 
$10 for each of the years 1966. 1967, 1968, 
1969, and 1970 even though the property 
was disposed of in 1969. 

Example (9). (i) The facts are the same 

as in example (7) except that the multiple 
asset account is depreciated over a 5-year 
average useful life on the double declining 
balance method. 

(11) For 1966 S takes into account $20 of 
its deferred gain, computed as follows: 


$40 ($100 X 40%) depreciation deduction 
$50 deferred gain X basis to P subject to depreciation 

For 1967 S takes into account $12 of its deferred gain, computed as follows: 

$24 ($60 ($100 less $40) X40%) depreciation deduction 
$50 deferred gain X bashTto P subject to depreciation 


Example (10). (i) P Corporation and S 

Corporation, its wholly-owned subsidiary, 
flle consolidated returns on a calendar year 
basis. On January 10, 1966, S sells land, 
with a basis of $60,000, to P for $100,000. 
As of the close of business on June 10. 1969, 
P sells 25 percent of the outstanding stock 
of S to A. an individual. 

(ii) The sale by S to P is a deferred inter¬ 
company transaction; S defers its $40,000 
gain on the land ($100,000 less $60,000). 
As of June 10. 1969, S takes the $40,000 gain 
into account for 1969 since it ceases to be 
a member of the group as of the close of 
business on such date. 

Example (11). (i) Corporations P and S 

file consolidated returns on a calendar year 
basis. On January 15. 1966, P sells an obli¬ 
gation payable in installments, with a basis 
of $48 in its hands, to S for $60. At the 
time of the sale the debtor owes 3 annual 
Installments of $20 payable each year on 
July 1. Such installments are paid timely. 

(li) The sale by P to S is a deferred inter¬ 
company transaction; P defers its $12 gain 
on the obligation ($60 less $48). 

(iii) For each of the years 1966, 1967, and 
1968 P takes into account $4 of its deferred 
gain, computed as follows: 

$12 deferred gain X 

$20 portion satisfied 
$60 aggregate unpaid portions 

Example (12). (1) Corporations P and S 

file consolidated returns on a calendar year 
basis. On January 2. 1966. S. a manufac¬ 
turer. sells a machine to P. a distributor, for 
$2,000. The machine cost S $1,200. On 
February 1, 1966. P sells the machine to A, 
an individual, for $2,200 and, under section 
453. reports Its income thereon on the in¬ 
stallment plan. A makes monthly payments 
of $110 starting with March 1966. 

(ii) The sale by S to P is a deferred inter¬ 
company transaction; S defers its $800 gain 
($2,000 less $1,200). 

(iii) For 1966 S takes into account $400 
of its deferred gain, computed as follows: 

$800 deferred gain X 

$1,100 installment payments received 
$2~20(ftotafcontract price 


Example (13). Corporations P and 8 flle 
consolidated returns on a calendar year basis 
for 1966 and 1967. S reports Income on the 
accrual method while P reports Income on 
the cash method. On December 31. 1966. S 
would properly accrue Interest of $1,000 
which is payable to P. On February 1. 1967, 
8 pays P the $1,000. Both the deduction and 
the item of income are taken into account for 
1967, the later year. Thus. S takes the $1,000 
interest deduction into account for 1967, 
which Is the year P also takes the $1,000 item 
of interest income into account. Consoli¬ 
dated taxable Income for 1967 reflects both 
Interest income of $1,000 and a correspond¬ 
ing deduction for interest of $1,000. 

Example (14). The facts are the same as 
in example (13) except that for 1967 S and 
P flle separate returns. The result is the 
same as in example (13). 

Example (15). (1) The facts are the same 

as in example (13) except that for 1966 P 
and S flle separate returns. 

(ii) For 1966 S takes into account the 
$1,000 deduction for interest; for 1967 P 
takes into account the $1,000 item of inter¬ 
est income. 

Example (16). Corporations P and S flle 
consolidated returns on a calendar year basis. 
On January 10, 1968, P sells an issue of its 
$100 par value bonds. S purchases a bond 
from P for $110. S does not elect under sec¬ 
tion 171 to amortize the $10 premium. P 
may not take the $10 premium into account 
as income until it redeems the bond since S 
cannot properly take a deduction for the 
$10 premium until the bond is redeemed. 

Example (17). (i) Corporations P. S. and 

M file consolidated returns on a calendar 
year basis. On November 20, 1962, S sold 
land, with a basis of $60,000, to P for $100.- 
000. Under paragraph (b) (1) of S 1.1502-31A 
the $40,000 gain was eliminated. Thus, 8 
did not take into account such $40,000 gain 
for 1962 and P’s basis in the land is only $60.- 
000. On February 10, 1966, P sells the land 
to A. an individual, for $104,000. 

(ii) P takes the entire $44,000 gain ($104,- 
000 less $60,000) on the land into account for 
1966 since the deferral rules provided in para¬ 
graph (c) of this section, as well as the cor¬ 
responding basis rules provided in paragraph 


(a) of § 1.1502-31, were not effective with 
respect to the sale of such land. 

(iii) If, on February 10, 1966, P had sold 
the land to M for $104,000, P would defer its 
$44,000 gain on the land since the sale by 
P to M would be a deferred Intercompany 
transaction. 

Example (18). (i) Corporations P and S 

flle separate returns on a calendar year basis 
for 1966 and flle consolidated returns on a 
calendar year basis beginning with 1967. On 
January 2. 1966, S, a dealer in machinery, 
sells a machine to P for $2,000 and, under 
section 453, reports the income thereon on 
the installment plan. The machine cost S 
$1,200. P makes monthly payments of $100 
starting with January 1966. 

(ii) The sale by S to P is not an intercom¬ 
pany transaction since the sale did not oc¬ 
cur during a consolidated return year. 
Therefore. S takes into account the gross 
profit on each of the 20 monthly payments 
under section 453. 

(i) l Reserved] 

(j) Regulated public utilities. Subject 
to the provisions of section 7121, the 
Commissioner may enter into a closing 
agreement which, notwithstanding the 
provisions of §§ 1.1502-13, 1.1502-31, and 
1.1502-33, determines the consequences 
of deferred intercompany transactions or 
of any matters relating to or affected by 
such transactions, provided that — 

(1) The purchasing members are do¬ 
mestic regulated public utilities as de¬ 
fined in section 7701(a) (4) and (33>. 

(2) In the taxable year immediately 
preceding the first taxable year for which 
this section is effective there was in effect 
among the members an arrangement re¬ 
lating to Intercompany transactions 
which had a significant effect upon regu¬ 
lated rates of the public utility members 
of the group, and the accounting of the 
public utility members under the ar¬ 
rangement was accepted or approved by 
a regulatory agency having jurisdiction 
over the accounts of such members, and 

(3) The Commissioner is satisfied that 

the terms of such closing agreement will 
not for any taxable year result in a re¬ 
duction of the tax liability of the group 
(including former members) or of the 
shareholders of any members (or former 
members). 

A request for such an agreement must 
be made on or before November 15.1966. 


§ 1.1502-1-4 I Reserved] 

§ 1.1502-15 Limitations of certain de¬ 
ductions. 


(a) Limitation on built-in deduc - 
ions — (1) General rule. Built-in deduc¬ 
tions (as defined in subparagraph (2) oi 
,his paragraph) for a taxable year sha 
>e subject to the limitation of § 1J 502- ;. 
ic) (determined without regard to suen 
ieductions and without regard to n 
>perating loss carryovers to such yea 
ind the limitation of § 1 . 1502 - 22 (c) <d - 
termined without regard to such 
ions and without regard to capital. . 
carryovers to such year). 

>f applying such limitations, built-in 
iuctions are not allowable In such con 
jolidated return year, such deductions 
shall be treated as a net °P era JJ^ 

>r net capital loss (as the case nu*- 
sustained in such year and s hall ■ , 

led to those taxable years (consoUda^ 
>r separate) to which a consolid* 
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operating loss or a consolidated net capi¬ 
tal loss could be carried under §§ 1.1502- 
21. 1.1502-22, and 1.1502-79, except that 
such losses shall be treated as losses sub¬ 
ject to the limitations contained in 
$ 1.1502-21'(C) or § 1.1502-22(c) (as the 
case may be>. Thus, for example, if 
member X sells a capital asset during a 
consolidated return year at a $1,000 loss 
and such loss is treated as a built-in 
deduction, then such loss shall be subject 
to the limitation contained in § 1.1502- 
22(0, which, in general, would allow 
such loss to be offset only against X’s own 
net capital gain. Assuming X had no 
net capital gain reflected in such year 
(after taking into account its capital 
losses, other than capital loss carryovers 
and the built-in deduction), such $1,000 
loss shall be treated as a net capital loss 
and shall be carried over for 5 years un¬ 
der § 1.1502-22, subject to the limitation 
contained in § 1.1502-22(0 for consoli¬ 
dated return years. 

(2) Built-in deductions. For purposes 
of this paragraph, the term “built-in 
deductions” for a consolidated return 
year means those deductions or losses of 
a corporation which, but for this section, 
would be recognized in such year, or 
which are recognized in a separate re¬ 
turn year and carried over in the form of 
a net operating or net capital loss to such 
year, but which are economically accrued 
in a separate return limitation year (as 
defined in § 1.1502-l(f) ). Such term 
does not include deductions or losses in¬ 
curred both economically and taxwise in 
a year which is not a separate return 
limitation year, including those deduc¬ 
tions and losses incurred in rehabilitating 
such corporation. Thus, for example, 
assume P is the common parent of a 
group filing consolidated returns on the 
basis of a calendar year and that P 
purchases all of the stock of S on De¬ 
cember 31, 1966. Assume further that on 
December 31, 1966, S owuis a capital asset 
with an adjusted basis of $100 and a fair 
market value of $50. If the group flies 
a consolidated return for 1967, and S 
sells the asset for $30. $50 of the $70 loss 
is treated as a built-in deduction, since 
it was economically accrued in a separate 
return limitation year. If S sells the 
asse-; for $80 instead of $30, the $20 loss 
is treated as a built-in deduction. On 
the other hand, if such asset is a de¬ 
preciable asset and is not sold by S. 
♦h Pr * eciation deductions attributable to 
the $50 difference between basis and fair 
market value are treated as built-in 
deductions. 


^ Exceptions. Ci) This paragraph 
oall not limit built-in deductions which 
oiud otherwise be recognized in a tax- 

able year if— 


u -l?* date on w Wch the corj 
mi h u the builMn deductions be 
occurred more than 1 
or ore the first day of such taxat 


^mediately before the dat 
grl^ f 1 # n ^ ecame a member, th 
°i the adjusted basis of a 
secuHtv°iu er than Chsh. any mark< 
was nZ falr marke t value of 1 
1 °t less than 95 percent of it 


justed basis, and goodwill) of such cor¬ 
poration did not exceed the fair market 
value of such assets by more than 15 
percent. 

(ii) If the corporation with the built- 
in deduction became a member before 
October 1. 1965, the provisions of 

§ 1.1502-31A(b) (9> shall apply in lieu of 
the provisions of this section. 

(b) LReserved] 

§ 1.1502-16 Mine exploration expendi¬ 
tures. 

(a) In general. If the aggregate 
amount of the expenditures, to w'hich 
section 615(a) applies, which are paid or 
incurred by the members of the group 
during any consolidated return year ex¬ 
ceeds the lesser of— 

(1) $100,000. or 

(2) $400,000 minus all such expendi¬ 
tures deducted (or deferred) by corpora¬ 
tions which are members of the group 
during the taxable year (and individuals 
or corporations which have transferred 
any mineral property to any such mem¬ 
ber within the meaning of section 615 
(c)(2)(B)) for taxable years ending 
after December 31, 1950, and prior to the 
taxable year, 

then the deduction (or amount defer¬ 
rable) under section 615 and paragraph 
(c) of § 1.1502-12 for each member shall 
be no greater than an allocable portion 
of such lesser amount (hereinafter re¬ 
ferred to as the “consolidated explora¬ 
tion limitation”). Such allocable por¬ 
tion shall be determined under para¬ 
graph (b) of tiffs section. 

(b) Allocable portion of limitation. A 
member's allocable portion of the con¬ 
solidated exploration limitation for a 
consolidated return year shall be— 

(1) The amount allocated by the com¬ 
mon parent pursuant to a plan, but in 
no event shall a member be allocated 
more than the amount it could have de¬ 
ducted (or deferred) had it filed a sepa¬ 
rate return. Such allocation plan must 
be included in a statement which also 
contains the total exploration expendi¬ 
tures of each member for the taxable 
year, and the expenditures of each mem¬ 
ber which could have been deducted (or 
deferred) under section 615 if the mem¬ 
ber had filed a separate return. Such 
statement must be attached to a con¬ 
solidated return filed on or before the 
due date of such return (including ex¬ 
tensions of time), and may not be 
changed after such date, or 

(2) If no statement is filed in accord¬ 
ance with subparagraph (1), then the 
portion of the consolidated exploration 
limitation allocable to each member in¬ 
curring such expenditures is an amount 
equal to such limitation multiplied by a 
fraction, the numerator of which is the 
amount which could have been deducted 
(or deferred) under section 615 by such 
member had it filed a separate return 
and the denominator of which is the ag¬ 
gregate of such amounts for all members 
of the group. 

(c) Examples. The provisions of this 
section may be illustrated by the follow¬ 
ing examples: 


Example (I). Corporation X! and its 
wholly-owned subsidiaries, corporations Y 
and Z, filed a consolidated return for the 
calendar year 1966. None of the corpora¬ 
tions have incurred exploration expenditures 
described in section 615 in previous years. 
During 1966, X incurred exploration expendi¬ 
tures of $30,000. Y of $20,000 and Z of $40,000. 
The amount deductible (or deferrable) un¬ 
der section 615 for purposes of computing 
separate taxable income under f 1.1502-12 
will be the amount actually expended by 
each corporation. 

Example (2). Assume the same facts as 
in example (1) except that during 1966 X 
Incurred exploration expenditures of $25,000, 
Y of $75,000 and Z of $125,000. The consoli¬ 
dated exploration limitation under paragraph 

(a) of this section is $100,000 since the ag¬ 
gregate amounts incurred by the members 
of the group exceed $100,000 and such 
amount is less than the limitation described 
in paragraph (a)(2) of this section ($400.- 
000). X may allocate the $100,000 in any 
manner among the three members, except 
that X may not be allocated more than 
$25,000 nor Y more than $75,000, the amounts 
actually expended by X and Y and which 
they could have deducted (or deferred) had 
they filed a separate return. If the alloca¬ 
tion is not made in accordance with para¬ 
graph (b)(1) of this section, the $100,000 
limitation will be allocated under paragraph 

(b) (2) as follows: 

Atloea- 

Rrjintdi- Frac - Li in it a- Ur 

Cor/Mtra/ion tun (ion tion Portion 


25,000 

X. $25,000 -X$100,000=$12,500 

200,000 

„ 75,000 

Y.. $75, 000 -X$100,000 - $37, 500 

200,000 

100,000 

z. $125,000 -X$100, 000-$50,000 

200,000 


The denominator of $200,000 was calculated «w follows: 
X—$25, 000 
Y *=$75, (MX) 

Z- $100,000 (maximum amount allowed if nidi sep¬ 
arately) 

Total $200,000 


Example (3). Assume the same facts as 
In example (2) and that on January 1. 1967, 
X acquired all of the stock of corporation T 
which prior to its taxable year beginning 
January 1, 1967. had previously deducted (or 
deferred) $310,000 of exploration expendi¬ 
tures. Assume further that In 1967 X In¬ 
curred $25,000 of exploration expenditures, 

Y $50,000, T $50,000 and Z none. A consoli¬ 
dated return Is filed for 1967. None of the 
expenditures may be deducted (or deferred) 
under section 615 since the consolidated ex¬ 
ploration limitation is zero. The limitation 
is zero since the aggregate amount of pre¬ 
viously deducted (or deferred) exploration 
expenditures by the members of the group ex¬ 
ceeds $400,000. (The total of such expendi¬ 
tures is $410,000. of which $310,000 is attrib¬ 
utable to T and, assuming the allocation of 
the limitation in example (2) is made under 
paragraph (b) (2) of this section, of which 
$12,500 is attributable to X. $37,500 to Y. and 
$50,000 to Z.) 

Example (4). Assume the same facts as 
In example (3) except that on December 31, 
1966, X sold all of the &tock of Z to an un¬ 
related party. The consolidated exploration 
limitation for 1967 will be $40,000, computed 
by subtracting from $400,000 the aggregate 
amount of previously deducted (or deferred) 
exploration expenditures incurred by the 
members of the group prior to 1967. (The 
total of such expenditures is $360,000. of 
which $12,500 is attributable to X, $37,500 to 

Y and $310,000 to T. Amounts previously 
deducted (or deferred) by Z are not taken 
Into account since It was not a member of 
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the group at any time duriug 1967. 
Amounts previously deducted (or deferred) 
by Z shall be taken Into account by it for 
subsequent separate return years.) 

§ 1.1502—17 Methods of accounting. 

(a) General rule. The method of ac¬ 
counting to be used by each member of 
the group shall be determined in accord¬ 
ance with the provisions of section 446 
as if such member filed a separate re¬ 
turn. For treatment of depreciable 
property after a transfer within the 
group, see paragraph (g) of § 1.1502-12. 

(b> Adjustments required where meth¬ 
od of accounting changed. In any case 
in which a member of a group changes 
its method of accounting for a con¬ 
solidated return year, the provisions 
of section 481(a) shall be applicable. If 
the requirements of section 481(b) are 
met because the adjustments under sec¬ 
tion 481(a) are substantial, the increase 
in tax for any prior year shall be com¬ 
puted upon the basis of a consolidated 
return or a separate return, whichever 
was filed for such prior year. 

(c) Example. The provisions of this 
section may be illustrated by the follow¬ 
ing example: 

Example. X and its wholly-owned sub¬ 
sidiary Y filed separate returns for their 
calendar years ending December 31, 1965. 
During calendar year 1965, X employed an 
accrual method of accounting, established 
a reserve for bad debts, and elected under 
section 171 to amortize bond premiums with 
respect to its fully taxable bonds. During 
calendar year 1965. Y employed the cash 
receipts and disbursements method, used the 
specific charge-off method with respect to 
its bad debts, and did not elect to amortize 
bond premiums under section 171 with re¬ 
spect to its bonds. X and Y filed a consoli¬ 
dated return for 1966. For 1966 X and Y 
must continue to compute income under 
their respective methods of accounting (un¬ 
less a change in method under section 446 
Is made). 

(a) Definition of intercompany profit 
amount. For purposes of this section, 
the term “intercompany profit amount" 
for a taxable year means an amount equal 
to the profits of a corporation (other 
than those profits which such corpora¬ 
tion has elected not to defer pursuant to 
§ 1.1502-13(c) (3)) arising in transac¬ 
tions with other members of the group 
with respect to goods which are. at the 
close of such corporation’s taxable year, 
included in the inventories of other mem¬ 
bers of the group. See § 1.1502-13(0 (2) 
with respect to the determination of 
profits. See the last sentence of 
§ 1.1502—13(f) <1) (i) for rules for deter¬ 
mining which goods are considered to 
be disposed of outside the group and 
therefore not included in inventories of 
other members. 

(b) Addition of initial inventory 
amount to taxable income. If a cor¬ 
poration— 

(1) Is a member of a group filing a 
consolidated return for the taxable year, 

<2) Was a member of such group for 
its immediately preceding taxable year, 
and 

(3) Filed a separate return for such 
preceding year, 

then the intercompany profit amount of 
such corporation for such separate re¬ 
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turn year (hereinafter referred to as the 
“initial inventory amount’') shall be 
added to the income of such corporation 
for the consolidated return year (or 
years) in which the goods to which the 
initial inventory amount is attributable 
are disposed of outside the group or such 
corporation becomes a nonmember. 
Such amount shall be treated as gain 
from the sale or exchange of property 
which is neither a capital asset nor prop¬ 
erty described in section 1231. 

(c) Recovery of initial inventory 
amoun t —(1) Unrecovered inventory 
amount. The term “unrecovered inven¬ 
tory amount” for any consolidated re¬ 
turn year means the lesser of— 

(1) The intercompany profit amount 
for such year, or 

(ii) The initial inventory amount. 

However, if a corporation ceases to be a 
member of the group during a con¬ 
solidated return year, its unrecovered 
inventory amount for such year shall be 
considered to be zero. 

(2) Recovery during consolidated re¬ 
turn years, (i) To the extent that the 
unrecovered inventory amount of a cor¬ 
poration for a consolidated return year 
is less than such amount for its immedi¬ 
ately preceding year, such decrease shall 
be treated for such year by such corpora¬ 
tion as a loss from the sale or exchange 
of property which is neither a capital 
asset nor property described in section 
1231. 

(il) To the extent that the unrecov¬ 
ered inventory amount for a consolidated 
return year exceeds such amount for the 
preceding year, such increase shall be 
treated as gain from the sale or exchange 
of property which is neither a capital 
asset nor property described in section 
1231. 

<3> Recovery during first separate 
return year. For the first separate re¬ 
turn year of a member following a con¬ 
solidated return year, the unrecovered 
inventory amount for such consolidated 
return year (minus any part of the ini¬ 
tial inventory amount which has not 
been added to income pursuant to para¬ 
graph <b> of this section) shall be 
treated as a loss from the sale or ex¬ 
change of property which is neither a 
capital asset nor property described in 
section 1231. 

(d) Examples. The provisions of 
paragraphs (a), <b). and (c) of this 
section may be illustrated by the follow¬ 
ing examples: 

Example (1). Corporations P. S, and T 
report income on the basis of a calendar 
year. Such corporations file separate re¬ 
turns for 1965. P manufactures widgets 
which it sells to both S and T. who act as 
distributors. The Inventories of 8 and T 
at the close of 1965 arc comprised of widgets 
which they purchased from P and with re¬ 
spect to which P derived profits of $5,000 
and $8,000. respectively. P. S. and T file a 
consolidated return for 1966. During 1966, 
P sells widgets to S and T with respect to 
which it derives profits of $7,000 and $10,000, 
respectively. The inventories of S and T as 
of December 31, 1966, are comprised of 
widgets on which P derived net profits of 
$4,000 and $8,000, respectively. P’s initial 
inventory amount Is $13,000, P’s intercom¬ 
pany profit amount for 1965 (such $13,000 
amount is the profits of P with respect to 


goods sold to S and T and included in their 
inventories at the close of 1965). Assuming 
that S and T identify their goods on a xirst- 
ln. first-out basis, the entire opening inven¬ 
tory amount of $13,000 is added to P’s income 
for 1966 as gain from the sale or exchange 
of property which is neither a capital asset 
nor properly described in section 1231, since 
the goods to which the initial Inventory 
amount is attributable were disposed of In 

1966 outside the group. However, since P's 
unrecovered Inventory amount for 1966 
$rs.000 (the intercompany profit amount for 
the year, which is less than the initial In¬ 
ventory amount), is less than the unrecov¬ 
ered Inventory amount for 1965, $13,000. this 
decrease of $1,000 is treated by P for 1966 as 
a loss from the sale or exchange of property 
which is neither a capital asset nor property 
described In section 1231. 

Example ( 2) . Assume the same facts as in 
example (1) and that at the close of 1967. a 
consolidated return year, the inventories of 
S and T are comprised of widgets on which P 
derived profits of $5,000 and $3,000. respec¬ 
tively. Since P's unrecovered Inventory 
amount for 1967. $8,000, is less than $12,000. 
the unrecovered inventory amount for 1966. 
this decrease of $4,000 is treated by P for 

1967 as a loss from the sale or exchange of 
property which is neither a capital asset nor 
property described in section 1231. 

Example [3). Assume the same facts as in 
examples (1) and (2) and that in 1968. a 
consolidated return year, P’s intercompany 
profit amount is $11.000. P will report $3,000 
(the excess of $11,000, P’s unrecovered in¬ 
ventory amount for 1968, over $8,000. P's un¬ 
recovered inventory amount for 1967) for 

1968 as a gain from the sale or exchange of 
property which is neither a capital asset nor 
property described In section 1231. 

Example (4). Assume the same facts as 
in examples (1), (2), and (3) and that in 

1969 P. S. and T file separate returns. P will 
report $11,000 (Its unrecovered Inventory 
amount for 1968, $11,000, minus the portion 
of the initial Inventory amount which has 
not been added to income during 1966. 1967. 
and 1968, zero) as a loss from the sale or 
exchange of property which is neither a 
capital asset nor property described in sec¬ 
tion 1231. 

Example (5). Corporations P and S file a 
consolidated return for the first time for the 
calendar year 1966. P manufactures ma¬ 
chines nnd sells them to S, which sells them 
to users throughout the country. At the 
close of 1965, 8 has on hand 20 machines 
which it purchased from P and with re¬ 
spect to which P derived profits of $3,500. 
During 1966, P sells 6 machines to S on 
which it derives profits of $1,300, and S sells 
5 machines which it had on hand at the be¬ 
ginning of the year (S specifically identifies 
the machines which It sells) and on which 
P had derived profits of $900. P's initial 
inventory amount is $3,500. of which $900 is 
added to P's income in 1966 as gain from the 
sale or exchange of property which is neither 
a capital asset nor property described in sec¬ 
tion 1231, since such $900 amount is at¬ 
tributable to goods disposed of in 1966 out¬ 
side the group, which goods were Included in 
S's inventory at the close of 1965. If P and 
8 continue to file consolidated returns, the 
remaining $2,600 of the initial inventory 
amount will be added to P’s income as the 
machines on which such profits were derived 
are disposed of outside the group. 

Example (6). Assume that in example 
(5) S had elected to Inventory its goods 
under section 472 (relating to last-in, nrst- 
out inventories). None of P’s initial 
tory amount of $3,500 would be added to f 
income In 1966, since none of the goods J* 
which such amount is attributable would oe 
considered to be disposed of during *J*ca 
year under the last-in, first-out method 
identifying inventories. 
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<e) Section 381 transfer . If a member 
of the group is a transferor or distributor 
of assets to another member of the group 
within the meaning of section 381(a), 
then the acquiring corporation shall be 
treated as succeeding to the initial in¬ 
ventory amount of the transferor or dis¬ 
tributor corporation to the extent that 
as of the date of distribution or transfer 
such amount has not yet been added to 
income. Such amount shall then be 
added to the acquiring corporation’s in¬ 
come under the provisions of paragraph 
(b) of this section. For purposes of ap¬ 
plying paragraph (c) of this section— 

Q) The initial inventory amount of 
the transferor or distributor corporation 
shall be added to such amount of the ac¬ 
quiring corporation as of the close of the 
acquiring corporation’s taxable year in 
which the date of distribution or trans¬ 
fer occurs, and 

(2) The unrecovered inventory amount 
of the transferor or distributor corpora¬ 
tion for its taxable year preceding the 
taxable year of the group in which the 
date of distribution or transfer occurs 
shall be added to such amount of the 
acquiring corporation. 

(f) Transitional rules —(1) In general. 
If— 

(1) A group filed a consolidated return 
for the taxable year immediately pre¬ 
ceding the first taxable year to which 
this section applies. 

(ii) Any member of such group made 
an opening adjustment to its inventory 
pursuant to paragraph (b> of § 1.1502- 

39A. and 

(iii) Paragraph (c) of § 1.1502-39A 
has not been applicable for any taxable 
year subsequent to the taxable year for 
which such adjustment was made, 

then subparagraphs (2) and (3) of this 
paragraph shall apply. 

(2) Closing adjustment to inventory. 

(i) For the first consolidated return year 
to w hich this section applies, the increase 
in inventory prescribed in paragraph 
<c) of § 1.1502-39A shall be made as if 
such year were a separate return year. 

(ii) For the first separate return year 
of a member to which this section ap¬ 
plies, the adjustment to inventory 
'whether an increase or a decrease) pre¬ 
scribed in paragraph (c) of § 1.1502-39A, 
minus any adjustment already made pur¬ 
suant to subdivision (i) of this subpara¬ 
graph, shall be made to the inventory of 
such member. 

( 3) Addition and recovery of initial in - 
vejitory amount. Each selling member 
shall treat as an initial inventory amount 
its share of the net amount by which the 
inventories of all members are increased 
Pursuant to subparagraph (2) (i) of this 
Paragraph for the first taxable year to 
which this section applies. A member’s 
h u le sba11 be sucl1 net a m ount mul- 
•JgJfcjf by a fraction, the numerator of 
which is its initial inventory amount 

computed under paragraph (b) as if 
such taxable year were its first consoli- 
aated return year ), and the denominator 
m which is the sum of such initial in- 
inJIi J 7 counts of all members. Such 
ltial inventory amount shall be added 
income of such selling member 
a shall be recovered at the time and in 


the manner prescribed in paragraphs <b) 
and (c) of this section. 

(4) Example. The provisions of this 
paragraph may be illustrated by the fol¬ 
lowing example: 

Example. (1) Corporations P. S. and T 
file consolidated returns for calendar 1960, 
having filed consolidated returns continu¬ 
ously since 1962. P Is a wholesale distribu¬ 
tor of groceries selling to chains of super¬ 
markets, including those owned by S and 
T. The opening inventories of S and T 
for 1962 were reduced by $40,000 and $80,000, 
respectively, pursuant to paragraph (b) of 
§ 1.1502-39A. At the close of 1965, S and T 
have on hand in their inventories goods on 
which P derived profits of $80,000 and $90.- 
000, respectively. The inventories of S and 
T at the close of 1966 Include goods which 
they purchased from P during the year on 
which P derived profits of $85,000 and $105,- 
000, respectively. 

(ii) The opening inventories of S and T 
for 1966, the first year to which this section 
applies, are Increased by $40,000 and $80,000. 
respectively, pursuant to the provisions of 
subparagraph (2)(i) of this paragraph. 
P will take into account (as provided in 
paragraphs (b) and (c) of this section) an 
initial inventory amount of $120,000 as of 
the beginning of 1966. the net amount by 
which the inventories of S and T were In¬ 
creased in such year. Since the increases in 
the inventories of S and T are the maximum 
allowable under paragraph (c) of § 1.1502- 
39A (i.e.. the amount by which such Inven¬ 
tories were originally decreased), no further 
adjustments will be made pursuant to sub- 
paragraph (2) (ii) of this paragraph to such 
inventories in the event that separate re¬ 
turns are subsequently filed. 

(5) Election not to eliminate. If a 
group filed a consolidated return for the 
taxable year immediately preceding the 
first taxable year to which this section 
applies, and for such preceding year the 
members of the group did not eliminate 
gain or loss on intercompany inventory 
transactions pursuant to the adoption 
under § 1.1502-31A(b) (1) of a consistent 
accounting practice taking into account 
such gain or loss, then for purposes of 
this section each member shall be treated 
as if it had filed a separate return for 
such immediately preceding year. 

§§ 1.1502-19 and 1.1302-20 I Re¬ 
served 1 

Computation of Consolidated Items 

§ 1.1502-21 Consolidated net operating 
loss deduction. 

(a) In general. The consolidated net 
operating loss deduction shall be an 
amount equal to the aggregate of the 
consolidated net operating loss carry¬ 
overs and carrybacks to the taxable year 
(as determined under paragraph (b) of 
this section). 

(b> Consolidated net operating loss 
carryovers and carrybacks —(1) In gen¬ 
eral. The consolidated net operating 
loss carryovers and carrybacks to the 
taxable year shall consist of any consoli¬ 
dated net operating losses (as determined 
under paragraph (f) of this section) of 
the group, plus any net operating losses 
sustained by members of the group in 
separate return years, which may be car¬ 
ried over or back to the taxable year 
under the principles of section 172(b). 
However, such consolidated carryovers 


and carrybacks shall not include any 
consolidated net operating loss appor¬ 
tioned to a corporation for a separate 
return year pursuant to paragraph (a) 
of § 1.1502-79, and shall be subject to the 
limitations contained in paragraphs (c), 
(d), and (e) of this section and to the 
limitation contained in § 1.1502-15. 

(2) Rules for applying section 172(b) 
(1) —(i) Regulated transportation cor¬ 
porations. For purposes of applying sec¬ 
tion 172(b)(1)(C) (relating to net op¬ 
erating losses sustained by regulated 
transportation corporations), in the case 
of a consolidated net operating loss sus¬ 
tained in a taxable year for which a 
member of the group was a regulated 
transportation corporation (as defined in 
section 172(j)(l)>, the portion, if any, 
of such consolidated net operating loss 
which is attributable to such corporation 
(as determined under paragraph (a)(4) 
of § 1.1502-79) shall be a carryover to the 
sixth taxable year following the loss year 
only if such corporation is a regulated 
transportation corporation for such sixth 
year, and shall be a carryover to the 
seventh taxable year following the loss 
year only if such corporation is a regu¬ 
lated transportation corporation for both 
such sixth and seventh years. 

(ii) Trade expansion losses. In the 
case of a carryback of a consolidated net 
operating loss from a taxable year for 
which a member of the group has been 
issued a certification under section 317 
of the Trade Expansion Act of 1962 and 
with respect to which the requirements 
of section 172(b) (3) (A) have been met, 
section 172(b) (1) (A) (ii) shall apply only 
to the portion of such consolidated net 
operating loss attributable to such mem¬ 
ber. 

(iii) Foreign expropriation losses. An 
election under section 172(b) (3) (C) (re¬ 
lating to 10-year carryover of portion of 
net operating loss attributable to a for¬ 
eign expropriation loss) may be made 
for a consolidated return year only if 
the sum of the foreign expropriation 
losses (as defined in section 172(k)) of 
the members of the group for such year 
equals or exceeds 50 percent of the con¬ 
solidated net operating loss for such 
year. If such election is made, the 
amount which may be carried over under 
section 172(b)(1)(D) is the smaller of 
(a) the sum of such foreign expropria¬ 
tion losses, or (b) the consolidated net 
operating loss. 

(3) Absorption rules. For purposes 
of determining the amount, if any, of a 
net operating loss (whether consolidated 
or separate) which can be carried to a 
taxable year (consolidated or separate), 
the amount of such net operating loss 
which is absorbed ir. a prior consolidated 
return year under section 172 < b) (2) shall 
be determined by— 

(1) Applying all net operating losses 
which can be carried to such prior year 
in the order of the taxable years in which 
such losses were sustained, beginning 
with the taxable year which ends earli¬ 
est, and 

(ii) Applying all such losses which can 
be carried to such prior year from tax¬ 
able years ending on the same date on 
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a pro rata basis, except that any portion 
of a net operating loss attributable to a 
foreign expropriation loss to which sec¬ 
tion 172(b)(1)(D) applies shall be ap¬ 
plied last. 

(c) Limitation on net operating loss 
carryovers and carrybacks from separate 
return limitation years —(1) General 
rule. In the case of a net operating loss 
of a member of the group arising in a 
separate return limitation year (as de¬ 
fined in paragraph (f) of § 1.1502-1) of 
such member (and in a separate return 
limitation year of any predecessor of 
such member), the amount which may 
be included under paragraph (b) of this 
section (computed without regard to 
the limitation contained in paragraph 
(d) of this section) in the consoli¬ 
dated net operating loss carryovers and 
carrybacks to a consolidated return year 
of the group shall not exceed the amount 
determined under subparagraph (2) of 
this paragraph. 

<2) Computation of limitation. The 
amount referred to in subparagraph (1) 
of this paragraph with respect to a 
member of the group is the excess, if any, 
of— 

(i) Consolidated taxable income 
(computed without regard to the consoli¬ 
dated net operating loss deduction), 
minus such consolidated taxable income 
recomputed by excluding the items of 
income and deduction of such member, 
over 

(ii) The net operating losses attrib¬ 
utable to such member which may be 
carried to the consolidated return year 
arising in taxable years ending prior to 
the particular separate return limitation 
year. 

(3) Examples. The provisions of this 
paragraph and paragraphs (a) and (b) 
of this section may be illustrated by the 
following examples: 

Example (1). (1) Corporation P formed 

corporations 8 and T on January 1, 1965. 
P, 8, and T filed separate returns for the 
calendar year 1965, a year for which an elec¬ 
tion under section 1562 was effective. Ts 
return for that year refleoted a net operat¬ 
ing loss of $10,000. The group filed a con¬ 
solidated return for 1966 reflecting consoli¬ 
dated taxable Income of $30,000 (computed 
without regard to the consolidated net op¬ 
erating loss deduction). Among the trans¬ 
actions occurring during 1966 were the fol¬ 
lowing : 

(a) P sold goods to T deriving deferred 
profits of $7,000 on such sales. $2,000 of which, 
was restored to consolidated taxable income 
on the sale of such goods to outsiders; 

(b) T sold a machine to S deriving a de¬ 
ferred profit of $5,000, $1,000 of which was 
restored to consolidated taxable income as 
a result of S’s depreciation deductions; 

(c) T distributed a $3,000 dividend to P; 
and 

(d) In addition to the transactions de¬ 
scribed above, T had other taxable Income 
of $6,000. 

(ii) The carryover of T's 1965 net operat¬ 
ing loss to 1966 is subject to the limitation 
contained in this paragraph, since 1965 was 
a separate return limitation year (an election 
under section 1562 was effective for such 
year). Thus, only $7,000 of T’s $10,000 net 
operating loss is a consolidated net operating 
loss carryover to 1966, since such carryover 
is limited to consolidated taxable income 
(computed without regard to the consoli¬ 
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dated net operating loss deduction), $30,000, 
minus such consolidated taxable income re¬ 
computed by excluding the items of Income 
and deduction of T, $23,000 (i.e., consolidated 
taxable income computed without regard to 
the $1,000 restoration of T’s deferred gain 
and T's $6,000 of other income). In making 
such recomputation, no change is made in 
the effect on consolidated taxable income 
of P's sale to T, or of the dividend from 
T to P. 

Example (2). (i) Corporation P was 

formed on January 1, 1966. P filed separate 
returns for the calendar years 1966 and 1967 
reflecting net operating losses of $4,000 and 
$12,000, respectively. P purchased corpora¬ 
tion S on March 15. 1967. S was formed on 
February 1, 1966, and filed a separate return 
for the taxable year ending January 31. 1967. 
S also filed a short period return for the 
period from February 1 to December 31. 1967, 
and Joined with P in filing a consolidated re¬ 
turn for 1968. S sustained net operating 
losses of $5,000 and $6,000 for its taxable years 
ending January 31, 1967, and December 31, 
1967. respectively. An election under section 
1562 was not effective for P and S during the 
period Involved. Consolidated taxable in¬ 
come for 1968 (computed without regard to 
the consolidated net operating loss deduc¬ 
tion) was $16,000; such consolidated taxable 
income recomputed by disregarding the items 
of income and deduction of S was $9,000. 

(11) In order of time, the following losses 
are absorbed in 1968: 

(a) P's $4,000 net operating loss for the 
calendar year 1966 (such loss is not subject 
to the limitation contained in this para¬ 
graph since P is the common parent corpora¬ 
tion for 1968); 

(b) S’s $5,000 net operating loss for the 
year ended January 31, 1967. Such loss is 
subject to the limitation contained in this 
paragraph, since S was not a member of the 
group on each day of such year. However, 
such loss can be carried over and absorbed 
in full since such limitation is $7,000 (con¬ 
solidated taxable income computed without 
regard to the consolidated net operating loss 
deduction, $16,000, minus such consolidated 
taxable income recomputed, $9,000); and 

(c) $6,000 of P’s net operating loss and 
$1,000 of S’s net operating loss for the tax¬ 
able years ending December 31, 1967. This 
Is determined by applying the losses from 
such year which can be carried to 1968 (P’s 
$12,000 loss and $2,000 of S’s $6,000 loss, since 
such $6,000 loss is limited under this para¬ 
graph) on a pro rata basis against the 
amount of such losses which can be absorbed 
In that year. $7,000 (consolidated taxable 
income of $16,000 less the $9,000 of losses 
absorbed from prior years). The carryover 
of S’s loss to 1968 is subject to the limitation 
contained in that paragraph, since 8 was not 
a member of the group on each day of its 
taxable year ending December 31.1967. Such 
loss is limited to $2,000. the excess of $7,000 
(as determined under (11) (b)) over $5,000 
(S’s carryover from the year ended January 
31, 1967). If a consolidated return is filed 
In 1969, the consolidated net operating loss 
carryovers will consist of P’s unabsorbed loss 
of $6,000 ($12,000 minus $6,000) from 1967 
and, subject to the limitation contained in 
this paragraph, S’s unabsorbed loss of $5,000 
($6,000 minus $1,000) from its year euded 
December 31, 1967. 

(d) Limitation on carryovers where 
there has been a consolidated return 
change of ownership —(1) General rule. 
If a consolidated return change of own¬ 
ership (as defined in paragraph (g) of 
§ 1.1502-1) occurs during the taxable 
year or an earlier taxable year, the 
amount which may be included under 
paragraph (b) of this section in the con¬ 
solidated net operating loss carryovers to 


the taxable year with respect to the ag¬ 
gregate of the net operating losses attrib¬ 
utable to old members of the group 
(as defined in paragraph (g) (3) of 
§ 1.1502-1) arising in taxable years (con¬ 
solidated or separate) ending on the 
same day and before the taxable year in 
which the consolidated return change of 
ownership occurred shall not exceed the 
amount determined under subparagraph 

(2) of this paragraph. 

(2) Computation of limitation. The 
amount referred to in subparagraph (1) 
of this paragraph shall be the excess of— 

(i) The consolidated taxable income 
for the taxable year (determined with¬ 
out regard to the consolidated net operat¬ 
ing loss deduction) recomputed by in¬ 
cluding only the items of income and de¬ 
duction of the old members of the group, 
over 

(ii) The sum of the net operating 
losses attributable to the old members of 
the group which may be carried to the 
taxable year arising in taxable years end¬ 
ing prior to the particular loss year or 
years. 

(3) Example. The provisions of this 
paragraph may be illustrated by the fol¬ 
lowing example: 

Example. (1) Corporation P is formed 
on January 1, 1967, and on the same day it 
forms corporation 8. P and S file a con¬ 
solidated return for the calendar year 1967, 
reflecting a consolidated net operating loss 
of $500,000. On January 1, 1968. Individual 
X purchases all of the outstanding stock of 
P. X subsequently contributes $1,000,000 to 
P and P purchases the stock of corporation 
T. P. S, and T file a consoUdated return for 
1968 reflecting consolidated taxable income 
of $600,000 (computed without regard to the 
consolidated net operating loss deduction). 
Such consolidated taxable Income recom¬ 
puted by Including only the items of income 
and deduction of P and 8 is $350,000. 

(ii) Since a consolidated return change 
of ownership took place in 1968 (there was 
more than a 50 percent change of ownership 
of P), the amount of the consolidated net 
operating loss from 1967 which can be 
carried over to 1968 is limited to $350,000, 
the excess of $350,000 (consolidated taxable 
income recomputed by Including only the 
items of income and deduction of the old 
members of the group. P and 8) over zero 
(the amount of the consolidated net °P er ' 
ating loss carryovers attributable to the old 
members of the group arising in taxable 
years ending before 1967). 

(©) Limitations on net operating loss 
carryovers under section 382 —(D 
Section 382(a). (i) If at the end of 

a taxable year (consolidated or sep¬ 
arate) there has been an increase in 
ownership of the stock of the common 
parent of a group (within the meaning 
of section 382(a)(1) (A) and (B>), and 
any member of the group has not con¬ 
tinued to carry on a trade or business 
substantially the same as that conducted 
before any such increase (within tne 
meaning of section 382(a) (1X0). then 
the portion of any consolidated net oper¬ 
ating loss sustained in prior taxable 
years attributable to such member (a 
determined under paragraph (a) (3) oi 
§ 1.1502-79) shall not be allowed as a 
carryover to such taxable year or to an> 
subsequent taxable year. 

(ii) If the provisions of section 382(a) 
disallow the deduction of a net operating 
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loss carryover from a separate return 
year of a member of the group to a sub¬ 
sequent taxable year, no amount shall be 
included under paragraph (b) of this 
section as a consolidated net operating 
loss carryover to such a subsequent con¬ 
solidated return year with respect to 
such separate return year of such mem¬ 
ber. 

(iii) The provisions of this subpara¬ 
graph may be illustrated by the follow¬ 
ing example: 


Example. P. S. and T file a consolidated 
return for the calendar year 1909, reflecting 
a consolidated net operating loss attributable 
in part to each member. P owns 80 percent 
of S's stock and S owns 80 percent of Ts 
stock. On January 1, 1970. A purchases 50 
percent of P’s stock. During 1970 T’s busi¬ 
ness is discontinued. Since there has been 
a 50 percentage point Increase in ownership 
of P, the common parent of the group, and 
since T has not continued to carry on the 
same trade or business after such increase, 
the portion of the 1969 consolidated net op¬ 
erating loss attributable to T shaU not be 
Included in any net operating loss deduction 
for 1970 or for any subsequent taxable years, 
whether consolidated or separate. 


(2) Section 382(b). If a net operat¬ 
ing loss carryover from a separate return 
year of a predecessor of a member of the 
group to the taxable year is reduced un¬ 
der the provisions of section 382(b), the 
amount included under paragraph (b) 
of this section with respect to such pred¬ 
ecessor shall be so reduced. 

(f) Consolidated net operating loss . 
The consolidated net operating loss shall 
be determined by taking into account the 
following: 

(1) The separate taxable income (as 
determined under § 1.1502-12) of each 
member of the gToup, computed without 
regard to any deduction under section 

242; 

(2) Any consolidated net capital gain; 

(3) Any consolidated section 1231 net 

loss; 

<4> Any consolidated charitable con¬ 
tributions deduction; 

(5) Any consolidated dividends re¬ 
ceived deduction (determined under 
; 11 502-26 without regard to paragraph 

(a)(2) of that section); and 

(6) Any consolidated section 247 de- 
auction (determined under § 1.1502-27 
without regard to paragraph (a)(1)(H) 
of that section). 

§ 1.1302—22 Consolidated net capital 
gam or Iom. 


(a) Computation— ( 1 ) Consolidated 
clL? a ? ita l 9ain ' 1110 consolidated net 
* or Wie taxable year shall 
aetenniiied by taking into account— 
anH \ Tlle aggregate of the capital gains 
a losses (determined without regard 
an nu* or losses 10 which section 1231 

of?h« S ° r , net capital loss carryovers) 
sni in e Il \cmbers of the group for the con- 

mf^l return 

n V The cons °Hdated section 1231 net 
anre year Computed in accord- 

hh 51 ■1502-23). and 

net capital loss 
undiV rf 1 * t0 such year (as determined 
Paragraph (b) of this section). 

ConsnlinT^^^ net ca * ital l05S > The 
^sohdated net capital loss shall be de¬ 


termined under subparagraph (1) of this 
paragraph but without regard to sub¬ 
division (iii) thereof. 

(3) Special rules. For purposes of this 
section, capital gains and losses on inter¬ 
company transactions and transactions 
with respect to stock, bonds, and other 
obligations of a member of the group 
shall be reflected as provided in 
§§ 1.1502-13. 1.1502-14, and 1.1502-19, 
and capital losses shall be limited as 
provided hi § 1.1502-15. 

(4) [Reserved] 

(5) Example. The provisions of this 
paragraph may be illustrated by the fol¬ 
lowing example: 

Example, (i) Corporations P. S. and T 
file consolidated returns on a calendar year 
basis for 1966 and 1967. The members had 
the following transactions Involving capital 
assets during 1967: P sold an asset with a 
$10,000 basis to S for $17,000 and none of the 
circumstances of restoration described In 
paragraph (d), (e). or (f) of 5 1.1502-13 oc¬ 
curred by the end of the consolidated return 
year; S sold an asset to individual A for 
$7,000 which S had purchased during 1966 
from P for $10,000, and with respect to 
which P had deferred a gain of $2,000; T sold 
an asset with a basis of $10,000 to individual 
B for $25,000. The group has a consolidated 
net capital loss carryover to the taxable year 
of $10,000. 

(11) The consolidated net capital gain of 
the group is $4,000. determined as follows: P's 
net capital gain of $2,000, representing the 
deferred gain on the sale to S during the tax¬ 
able year 1966, restored into income during 
taxable year 1967 (the $7,000 gain on P's de¬ 
ferred intercompany transaction is not taken 
into account for the current year), plus T’s 
net capital gain of $15,000. minus S’s net 
capital loss of $3,000 and the consolidated 
net capital loss carryover of $10,000. 

(b) Consolidated net capital loss car¬ 
ryovers —(1) In general . The consoli¬ 
dated net capital loss carryovers to the 
taxable year shall consist of any consoli¬ 
dated net capital losses of the group, plus 
any net capital losses of members of the 
group arising in separate return years of 
such members, which may be carried to 
the taxable year under the principles of 
section 1212(a). However, such consoli¬ 
dated carryovers shall not include any 
consolidated net capital loss apportioned 
to a corporation for a separate return 
year pursuant to paragraph (b) of 
§ 1.1502-79 and shall be subject to the 
limitations contained In paragraphs (c) 
and (d) of this section. For purposes of 
section 1212(a)(1), the portion of any 
consolidated net capital loss for any tax¬ 
able year attributable to a foreign ex¬ 
propriation capital loss is the amount 
of the foreign expropriation capital losses 
of all the members for such year (but 
not in excess of the consolidated net capi¬ 
tal loss for such year). 

(2) Absorption rules. For purposes of 
determining the amount, if any, of a net 
capital loss (whether consolidated or sep¬ 
arate) which can be carried to a tax¬ 
able year (consolidated or separate). the 
amount of such net capital loss which is 
absorbed in a prior consolidated return 
year under section 1212(a) (1) shall be 
determined by— 

(i) Applying all net capital losses 
which can be carried to such prior year 
in the order of the taxable years in which 


such losses were sustained, beginning 
with the taxable year which ends earliest, 
and 

(ii) Applying all such losses which can 
be carried to such prior year from taxabl< 
years ending on the seme date on a pro¬ 
rata basis, except that any portion of a 
net capital loss attributable to a foreign 
expropriation capital loss to which sec¬ 
tion 1212(a)(1)(B) applies shall be ap¬ 
plied last. 

(c) Limitation on net capital loss 
carryovers from separate return limita¬ 
tion years —(1) General rule. In the 
case of a net capital loss of a member of 
the group arising in a separate return 
limitation year (as defined in paragraph 
(f) of § 1.1502-1) of such member (and 
in a separate return limitation year of 
any predecessor of such member), the 
amount that may be Included under par¬ 
agraph (b) of this section (computed 
without regard to the limitation con¬ 
tained in paragraph (d) of this section) 
shall not exceed the amount determined 
under subparagraph (2) of this para¬ 
graph. 

(2) Computation of limitation. The 
amount referred to in subparagraph (1) 
of this paragraph with respect to a mem¬ 
ber of the group is the excess, if any, 
of— 

(1) The consolidated net capital gain 
for the taxable year (computed without 
regard to any net capital loss carry¬ 
overs) , minus such consolidated net 
capital gain for the taxable year recom¬ 
puted by excluding the capital gains and 
losses and the gains and losses to which 
section 1231 applies of such member, 
over 

(ii) The net capital losses attributable 
to such member which can be carried to 
the taxable year arising in taxable years 
ending prior to the particular separate 
return limitation year. 

(d) Limitation on capital loss carry¬ 
overs where there has been a consolidated 
return change of ownership—( 1) Gen¬ 
eral rule. If a consolidated return 
change of ownership (as defined in para¬ 
graph (g) of § 1.1502-1) occurs during 
the taxable year or an earlier taxable 
year, the amount which may be included 
under paragraph (b) of this section in 
the consolidated net capital loss carry¬ 
overs to the taxable year with respect to 
the aggregate of the net capital losses 
attributable to old members of the group 
(as defined in paragraph (g)(3) of 
§ 1.1502-1) arising in taxable years (con¬ 
solidated or separate) ending on the 
same day and before the taxable year in 
which the consolidated return change 
of ownership occurred shall not exceed 
the amount determined under subpara¬ 
graph (2) of this paragraph. 

(2) Computation of limitation. The 
amount referred to in subparagraph (1 > 
of this paragraph shall be the excess 
of— 

(i> The consolidated net capital gain 
(determined without regard to any net 
capital loss carryovers for the taxable 
year) recomputed by including only 
capital gains and losses and gains and 
losses to which section 1231 applies of 
the old members of the group, over 
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(ii) The aggregate net capital losses 
attributable to the old members of the 
group which may be carried to the tax¬ 
able year arising in taxable years end¬ 
ing prior to the particular loss year or 
years. 

§ 1.1502—23 Consolidated section 1231 
net gain or loss. 

The consolidated section 1231 net gain 
or loss for the taxable year shall be de¬ 
termined by taking into account the ag¬ 
gregate of the gains and losses to which 
section 1231 applies of the members of 
the group for the consolidated return 
year. Section 1231 gains and losses on 
intercompany transactions shall be re¬ 
flected as provided in § 1.1502-13. Sec¬ 
tion 1231 losses shall be limited as pro¬ 
vided in § 1.1502-15. 

§ 1.1502—24 Consolidated charitable 
contributions deduction. 

(a) Determination of amount of con- 
solidated charitable contributions deduc¬ 
tion. The deduction allowed by section 
170 for the taxable year shall be the 
lesser of— 

(1) The aggregate deductions of the 
members of the group allowable under 
section 170 (determined without regard 
to section 170(b)(2)), plus the consoli¬ 
dated charitable contribution carryovers 
to such year, or 

(2) Five percent of the adjusted con¬ 
solidated taxable income as determined 
under paragraph (c) of this section. 

<b) Carryover of excess charitable 
contributions. The consolidated chari¬ 
table contribution carryovers to any 
consolidated return year shall consist of 
any excess consolidated charitable con¬ 
tributions of the group, plus any excess 
charitable contributions of members of 
the group arising in separate return 
years of such members, which may be 
carried over to the taxable year under 
the principles of section 170(b) (2> and 

(3). However, such consolidated carry¬ 
overs shall not include any excess chari¬ 
table contributions apportioned to a cor¬ 
poration for a separate return year pur¬ 
suant to paragraph (e) of § 1.1502-79. 

(c) Adjusted consolidated taxable in¬ 
come. For purposes of this section, the 
adjusted consolidated taxable income of 
the group for any consolidated return 
year shall be the consolidated taxable in¬ 
come computed without regard to this 
section, section 242, section 243(a) (2) 
and (3), 5 1.1502-25, § 1.1502-26. and 
§ 1.1502-27. and without regard to any 
consolidated net operating loss carry¬ 
backs to such year. 

§ 1.1502-25 l Reserved] 

§ 1.1502—26 Consolidated dividends re¬ 
ceived deduction. 

'a) In general. The consolidated 
dividends received deduction for the tax¬ 
able year shall be the lesser of— 

(1) The aggregate of the deductions 
of the members of the group allowable 
under sections 243(a)(1), 244(a) and 
245 (computed without regard to the 
limitation provided in section 246(b)), 
or 

<2> 85 percent of the consolidated 
taxable income computed without regard 
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to the consolidated net operating loss 
deduction, consolidated section 247 
deduction, and the consolidated divi¬ 
dends received deduction. 

Subparagraph (2) of this paragraph 
shall not apply for any consolidated re¬ 
turn year for which there is a consoli¬ 
dated net operating loss. (See para¬ 
graph (f) of § 1.1502-21 for the defini¬ 
tion of a consolidated net operating 
loss.) 

<b) Intercompany dividends . The 
amount determined under paragraph (a) 
of this section shall be determined with¬ 
out regard to dividends received from 
other members of the group during a 
consolidated return year. (See para¬ 
graph (a) (1) of § 1.1502-14 for rules re¬ 
lating to intercompany dividends.) 

(c) Examples. The provisions of this 
section may be illustrated by the follow¬ 
ing examples: 

Example < 1 >. Corporations P. S. and S-l 
filed a consolidated return for the calendar 
year 1966 showing consolidated taxable in¬ 
come of $100,000 (determined without regard 
to the consolidated net operating loss deduc¬ 
tion. consolidated dividends received deduc¬ 
tion. and the consolidated section 247 deduc¬ 
tion). Such corporations received dividends 
during such year from nonmember domestic 
corporations as follows: 

Corporation : Dividends 

P __—. $6,000 

S.__ 10.000 

S-l—. 34.000 


Total.. 50.000 

The dividends received deduction allowable 
to each member under section 243(a)(1) 
(computed without regard to the limitation 
in section 246(b)) is as follows: P has $5,100 
(85 percent of $6,000), S has $8,500 (85 per¬ 
cent of $10.000). and S-l has $28,900 (85 per¬ 
cent of $34,000). or a total of $42,500. Since 
$42,500 is less than $85,000 ( 85 percent of 
$100,000). the consolidated dividends re¬ 
ceived deduction is $42,500. 

Example (2). Assume the same facts as 
in example (1) except that consolidated tax¬ 
able Income (computed without regard to the 
consolidated net operating loss deduction, 
consolidated dividends received deduction, 
and the consolidated section 247 deduction) 
was $40,000. The aggregate of the dividends 
received deductions. $42,500, computed with¬ 
out regard to section 246(b), results in a 
consolidated net operating loss of $2,500. 
See section 172(d)(6). Therefore, paragraph 
(a)(2) of this section does not apply and 
the consolidated dividends received deduc¬ 
tion is $42,500. 

§ 1.1502—27 (lon^oliilaieil section 217 
deduction* 

(a) Amount of deduction . The con¬ 
solidated section 247 deduction for the 
taxable year shall be an amount com¬ 
puted as follows: 

(1) First, determine the amount 
which is the lesser of— 

(i) The aggregate of the dividends 
paid (within the meaning of section 
247(a)) during such year by members of 
the group which are public utilities 
(within the meaning of section 247(b) 
(1)) on preferred stock (within the 
meaning of section 247(b)(2)), other 
than dividends paid to other members 
of the group, or 

(ii) The aggregate of the taxable in¬ 
come (or loss) (as determined under 


paragraph (b) of this section) of each 
such member which is a public utility. 

(2) Then, multiply the amount de¬ 
termined under subparagraph (1) of this 
paragraph by the fraction specified in 
section 247(a) (2). 

(b) Computation of taxable income. 
For purposes of paragraph (a) <1) <ii) of 
this section, the taxable Income (or loss) 
of a member of the group described In 
paragraph (a) (1) (i) shall be determined 
under § 1.1502-12, adjusted for the fol¬ 
lowing items taken into account in the 
computation of consolidated taxable in¬ 
come: 

(1) The portion of the consolidated 
net operating loss deduction, the consoli¬ 
dated charitable contributions deduc¬ 
tion, and the consolidated dividends re¬ 
ceived deduction, attributable to such 
member; 

(2) Such member's net capital gain 
(determined without regard to any net 
capital loss carryover attributable to 
such member); 

(3) Such member’s net capital loss 
and section 1231 net loss, reduced by the 
portion of the consolidated net capital 
loss attributable to such member; and 

(4) The portion of any consolidated 
net capital loss carryover attributable to 
such member which is absorbed in the 
taxable year. 

§§ 1.1502-28 to 1.1502-30 [Reserved] 

Basis, Stock Ownership, and Earnings 
and Profits Rules 

§§ 1.1502-31 to 1.1502-33 [Reserved] 

§ 1.1502-34- Special aggregate stoek 
ownership rules. 

For purposes of §§ 1.1502-1 through 
1.1502-80, in determining the stock own¬ 
ership of a member of the group in an¬ 
other corporation (the “issuing corpora¬ 
tion”) for purposes of determining the 
application of section 165(g)(3)(A), 332 
(b)(1), 333(b), 351(a), or 904(f). in a 
consolidated return year, there shall be 
included stock owned by all other mem¬ 
bers of the group in the issuing corpora¬ 
tion. Thus, assume that members A. B. 
and C each own 33 Vs percent of the stock 
issued by D. In such case, A, B. and C 
shall each be treated as meeting the 80 - 
percent stock ownership requirement for 
purposes of section 332. and no member 
can elect to have section 333 apply. Fur¬ 
thermore, the special rule for minority 
shareholders In section 337(d) cannot ap¬ 
ply with respect to amounts received by 
A, B, or C in liquidation of D. 

§§ 1.1502-35 lo 1.1502-10 [Reserved] 
Special Taxes and Taxpayers 

§ 1.1502-41 Determination of consoli¬ 
dated net long-term capital gain and 
con noli dated net short-term raptta 
lows* 

(a) Consolidated net long-term capi¬ 
tal gain. The consolidated net long¬ 
term capital gain shall be determined b> 
taking into account (1) those gains 
losses to which paragraph (a> (1) ° 

§ 1.1502-22 applies which are trf****^; 
long term under section 1222. and (2) tl 
consolidated section 1231 net gain^(co - 
puted in accordance with § 1.1502-2 
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(b) Consolidated net short-term capi¬ 
tal loss. The consolidated net short¬ 
term capital loss shall be determined by 
taking Into account (1) those gains and 
losses to which paragraph (a)(1) of 
5 1.1502-22 applies which are treated as 
short term under section 1222, and (2) 
the consolidated net capital loss carry¬ 
overs to the taxable year (as determined 
under paragraph (b) of 5 1.1502-22). 

§§1.1302-42 to 1.1302-71 riteAcrvedl 

Administrative Provisions and Other 
Rules 


§ 1.1502-75 Filing of consolidated re* 
turns. 


(a) Privilege of filing consolidated 
returns—( 1) Exercise of privilege for 
first consolidated return year. A group 
which did not file a consolidated return 
for the immediately preceding taxable 
year may file a consolidated return in 
lieu of separate returns for the taxable 
year, provided that each corporation 
which has been a member during any 
part of the taxable year for which the 
consolidated return is to be filed con¬ 
sents (in the manner provided in para¬ 
graph (b) of this section) to the regula¬ 
tions under section 1502. If a group 
wishes to exercise its privilege of filing 
a consolidated return, such consolidated 
return must be filed not later than the 
last day prescribed by law (including 
extensions of time) for the filing of the 
common parent’s return. Such consoli¬ 
dated return may not be withdrawn 
after such last day (but the group may 
change the basis of its return at any time 
prior to such last day). 

(2) Continued filing requirement . A 
group which filed (or was required to 
file) a consolidated return for the im¬ 
mediately preceding taxable year is re¬ 
quired to file a consolidated return for 
the taxable year unless it has an elec¬ 
tion to discontinue filing consolidated 
returns under paragraph (c> of this 
section. 


<b) How consent for first consolidated 
year exercised. —( 1 ) General rule. The 
consent of a corporation referred to in 
Paragraph (a)( 1 ) of this section shall 
be made by such corporation joining in 
the making of the consolidated return 
lor such year. A corporation shall be 
deemed to have joined in the making of 
such return for such year if it files a Form 
* 12 - in the manner specified in para¬ 
graph (h) ( 2 ) of tills section. 

( 2) Consent under facts and circum¬ 
stances. If a member of the group falls 
to file Form 1122, the Commissioner may 
under the facts and circumstances de¬ 
termine that such, member has joined in 
no making of a consolidated return by 
uch group. The following circiun- 
ances, among others, will be taken into 
J n makin S this determination: 
ril , V. Whether or not the income and de- 
in fL l0ns °* the member were included 
the consolidated return: 
u-acri ™*?ether or not a separate return 

. e ^ by the mem ber tor that taxable 

year; and 

inrhii 'J^ther or not the member was 
85 i fche affili ations schedule. 


If the Commissioner determines that the 
member has joined in the making of the 
consoliated return, such member shall be 
treated as if it had filed a Form 1122 for 
such year for purposes of paragraph (h> 
(2) of this section. 

(3) Failure to consent due to mistake. 
If any member has failed to join in the 
making of a consolidated return under 
either subparagraph (1) or (2) of this 
paragraph, then the tax liability of each 
member of the group shall be determined 
on the basis of separate returns unless 
the common parent corporation estab¬ 
lishes to the satisfaction of the Commis¬ 
sioner that the failure of such member to 
join in the making of the consolidated 
return was due to a mistake of law or 
fact, or to inadvertence. In such case, 
such member shall be treated as if it had 
filed a Form 1122 for such year for pur¬ 
poses of paragraph (h)(2) of this sec¬ 
tion, and thus joined in the making of 
the consolidated return for such year. 

(c) Election to discontinue filing con¬ 
solidated returns —(1) Good cause —(i) 
In general. Notwithstanding that a coiv 
solidated return is required for a taxable 
year, the Commissioner, upon application 
by the common parent made not later 
than the 19th day before the due date for 
the filing of the consolidated return (in¬ 
cluding extensions of time). may for good 
cause shown grant permission to a group 
to discontinue filing consolidated re¬ 
turns. Any such application shall be 
made to the Commissioner of Internal 
Revenue. Washington. D.C. 20224. 

(ii) Substantial adverse change in 
law affecting tax liability. Ordinarily, 
the Commissioner will grant a group 
permission to discontinue filing consoli¬ 
dated returns if the net result of all 
amendments to the Code or regulations 
with effective dates commencing within 
the taxable year has a substantial ad¬ 
verse effect on the consolidated tax lia¬ 
bility of the group for such year relative 
to what the aggregate tax liability w r ould 
be if the members of the group filed 
separate returns for such year. Thus, 
for example, assume P and S filed a con¬ 
solidated return for the calendar year 
1966 and that the provisions of the Code 
have been amended by a bill which was 
enacted by Congress in 1966, but which 
is first effective for taxable years begin¬ 
ning on or after January 1. 1967. As¬ 
sume further that P makes a timely ap¬ 
plication to discontinue filing consoli¬ 
dated returns. In order to determine 
whether the amendments have a sub¬ 
stantial adverse effect on the consoli¬ 
dated tax liability for 1967, relative to 
what the aggregate tax liability would 
be if the members of the group filed 
separate returns for 1967, the difference 
between the tax liability of the group 
computed on a consolidated basis and 
taking into account the changes in the 
law effective for 1967 and the aggregate 
tax liability of the members of the group 
computed as if each such member filed 
separate returns for such year (also 
taking into account such changes) shall 
be compared with the difference between 
the tax liability of such group for 1967 
computed on a consolidated basis with¬ 
out regard to the changes in the law 


effective in such year and the aggregate 
tax liability of the members of the group 
computed as if separate returns had been 
filed by such members for such year 
without regard to the changes in the 
law effective in such year. 

(iii) Other factors. In addition, the 
Commissioner will take into account 
other factors in determining whether 
good cause exists for granting permis¬ 
sion to discontinue filing consolidated 
returns beginning with the taxable year, 
including— 

(а) Changes in law or circumstances. 
Including changes which do not affect 
Federal income tax liability. 

(б) Changes in law which are first 
effective in the taxable year and which 
result in a substantial reduction in the 
consolidated net operating loss (or con¬ 
solidated unused investment credit) for 
such year relative to what the aggregate 
net operating losses (or investment 
credits) would be if the members of the 
group filed separate returns for such 
year, and 

(c) Changes in the Code or regula¬ 
tions wliich are effective prior to the 
taxable year but which first have a sub¬ 
stantial adverse effect on the filing of 
a consolidated return relative to the fil¬ 
ing of separate returns by members of 
the group in such year. 

(2) Discretion of Commissioner to 
grant blanket permission —(i) Permis¬ 
sion to all groups. The Commissioner, 
in his discretion, may grant all groups 
pennission to discontinue filing consoli¬ 
dated returns if any provision of the 
Code or regulations has been amended 
and such amendment is of the type w-hicli 
could have a substantial adverse effect 
on the filing of consolidated returns by 
substantially all groups, relative to the 
filing of separate returns. Ordinarily, 
the pennission to discontinue shall ap¬ 
ply with respect to the taxable year of 
each group which includes the effective 
date of such an amendment. 

(il) Permission to a class of groups . 
The Commissioner, in his discretion, may 
grant a particular class of groups per¬ 
mission to discontinue filing consolidated 
returns if any provision of the Code or 
regulations has been amended and such 
amendment is of the type w'hich could 
have a substantial adverse effect on the 
filing of consolidated returns by sub¬ 
stantially all such groups relative to the 
filing of separate returns. Ordinarily, 
the permission to discontinue shall apply 
with respect to the taxable year of each 
group within the class which includes 
the effective date of such an amendment. 

(3) Time and manner for exercising 
election. If, under subparagraph (1) or 
(2) of this paragraph, a group has an 
election to discontinue filing consolidated 
returns for any taxable year and such 
group wishes to exercise such election, 
then the common parent must file a 
separate return for such year on or be¬ 
fore the last day prescribed by law (in¬ 
cluding extensions of time) for the fil¬ 
ing of the consolidated return for such 
year. See section 6081 (relating to ex¬ 
tensions of time for filing returns). 

(d) When group remains in exist¬ 
ence —(1 > General rule. A group shall 
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be considered as remaining in existence 
if the common parent corporation re¬ 
mains as the common parent and at 
least one subsidiary remains affiliated 
with it, whether or not such subsidiary 
was a member of the group in a prior 
year and whether or not one or more 
corporations have ceased to be subsid¬ 
iaries at any time after the group was 
formed. Thus, for example, assume that 
individual A forms corporation P. P ac¬ 
quires 100 percent of the stock of cor¬ 
poration S on January 1, 1965, and P 
and S file a consolidated return for the 
calendar year 1965. On May 1, 1966, P 
acquires 100 percent of the stock of S-l, 
and on July 1,1966. P sells the stock of S. 
The group (consisting originally of P and 
S) remains in existence in 1966 since P 
has remained as the common parent and 
at least one subsidiary (now S-l) re¬ 
mains affiliated with it. 

(2) Common parent no longer in exist¬ 
ence —(i) Mere change in identity. For 
purposes of this paragraph, the com¬ 
mon parent corporation shall remain as 
the common parent irrespective of a 
mere change in identity, form, or place 
of organization of such common parent 
corporation (see section 368(a)(1)(F)). 

(ii) Transfer of assets to subsidiary. 
The group shall be considered as remain¬ 
ing in existence notwithstanding that the 
common parent is no longer in existence 
if the members of the affiliated group 
succeed to and become the owners of 
substantially all of the assets of such 
former parent and there remains one or 
more chains of includible corporations 
connected through stock ownership with 
a common parent corporation which is 
an includible corporation and which was 
a member of the group prior to the date 
such former parent ceases to exist. 

(3) Reverse acquisitions —(i> In gen¬ 
eral. If a corporation (hereinafter re¬ 
ferred to as the “first corporation”) or 
any member of a group of which the first 
corporation is the common parent ac¬ 
quires after October 1, 1965— 

(a) Stock of another corporation 
(hereinafter referred to as the second 
corporation), and as a result the second 
corporation becomes (or would become 
but for the application of this subpara¬ 
graph > a member of a group of which the 
first corporation is the common parent, 
or 

(b) Substantially all the assets of the 
second corporation, 

in exchange (in whole or in part) for 
stock of the first corporation, and the 
stockholders (immediately before the ac¬ 
quisition) of the second corporation, as 
a result of owning stock of the second 
corporation, own (immediately after the 
acquisition) more than 50 percent of the 
fair market value of the outstanding 
stock of the first corporation, then any 
group of which the first corporation was 
the common parent immediately before 
the acquisition shall cease to exist as of 
the date of acquisition, and any group of 
which the second corporation was the 
common parent immediately before the 
acquisition shall be treated as remain¬ 
ing in existence (with the first corpora¬ 


tion becoming the common parent of the 
group). Thus, assume that corporations 
P and S comprised group PS (P being the 
common parent), that P was merged into 
corporation T (the common parent of a 
group composed of T and corporation 
U), and that the shareholders of P im¬ 
mediately before the merger, as a result 
of owning stock in P, own 90 percent of 
the fair market value of T's stock im¬ 
mediately after the merger. The group 
of which P was the common parent is 
treated as continuing in existence with 
T and U being added as members of the 
group, and T taking the place of P as 
the common parent. 

(ii) For purposes of subdivision (i) of 
this subparagraph, if the first corpora¬ 
tion, and any members of a group of 
which the first corporation is the com¬ 
mon parent, have continuously owned 
for a period of at least 5 years ending 
on the date of the acquisition an aggre¬ 
gate of at least 25 percent of the fair 
market value of the outstanding stock of 
the second corporation, then the first 
corporation (and any subsidiary which 
owns stock of the second corporation im¬ 
mediately before the acquisition) shall, 
as a result of owning such stock, be 
treated as owning (immediately after the 
acquisition) a percentage of the fair mar¬ 
ket value of the first corporation’s out¬ 
standing stock which bears the same 
ratio to (a) the percentage of the fail- 
market value of all the stock of the sec¬ 
ond corporation owned immediately be¬ 
fore the acquisition by the first corpora¬ 
tion and its subsidiaries as (b) the fail- 
market value of the total outstanding 
stock of the second corporation imme¬ 
diately before the acquisition bears to 

(c) the sum of (1) the fair market value, 
immediately before the acquisition, of 
the total outstanding stock of the first 
corporation, and (2) the fair market 
value, immediately before the acquisi¬ 
tion, of the total outstanding stock of 
the second corporation (other than any 
such stock owned by the first corpora¬ 
tion and any of its subsidiaries). For 
example, assume that corporation P 
owns stock in corporation T having a fair 
market value of $100,000, that P acquires 
the remaining stock of T from individ¬ 
uals in exchange for stock of P, that im¬ 
mediately before the acquisition the total 
outstanding stock of T had a fair market 
value of $150,000, and that immediately 
before the acquisition the total outstand¬ 
ing stock of P had a fair market value 
of $200,000. Assuming P owned at least 
25 percent of the fair market value of 
T’s stock for 5 years, then for purposes 
of this subparagraph, P is treated as own¬ 
ing (immediately after the acquisition) 
40 percent of the fair market value of its 
own outstanding stock, determined as 
follow’s: 


$200,000 ( $50,000 X 66 ^%-40% 

Thus, if the former individual stock¬ 
holders of T own, immediately after the 
acquisition more than 10 percent of the 
fair market value of the outstanding 
stock of P as a result of owning stock of 
T, the group of which T was the common 


parent is treated as continuing in exist¬ 
ence with P as the common parent, and 
the group of which P w r as the common 
parent before the acquisition ceases to 
exist. 

(e) Failure to include subsidiary, if 
a consolidated return is required for the 
taxable year under the provisions of 
paragraph (a)(2) of this section, the 
tax liability of all members of the group 
for such year shall be computed on a 
consolidated basis even though— 

(1) Separate returns are filed by one 
or more members of the group, or 

(2) There has been a failure to include 
in the consolidated return the income of 
any member of the group. 

If subparagraph (1) of this paragraph 
applies, the amounts assessed or paid 
upon the basis of separate returns shall 
be considered as having been assessed or 
paid upon the basis of a consolidated 
return. 

(f) Inclusion of one or more corpora¬ 
tions not members of the group —<1> 
Method of determining tax liability. If 
a consolidated return includes the in¬ 
come of a corporation which was not a 
member of the group at any time during 
the consolidated return year, the tax 
liability of such corporation will be de¬ 
termined upon the basis of a separate 
return (or a consolidated return of an¬ 
other group, if paragraph (a)(2) or *b> 
(.3) of this section applies), and the con¬ 
solidated return will be considered as in¬ 
cluding only the income of the corpora¬ 
tions w r hich were members of the group 
during that taxable year. If a consoli¬ 
dated return includes the income of two 
or more corporations which were not 
members of the group but which consti¬ 
tute another group, the tax liability of 
such corporations will be computed in 
the same manner as if separate returns 
had been made by such corporations un¬ 
less the Commissioner upon application 
approves the making of a consolidated 
return for the other group or unless un¬ 
der paragraph (a) (2) of this section a 
consolidated return is required for the 
other group. 

(2) Allocation of tax liability. In any 
case in which amounts have been as¬ 
sessed and paid upon the basis of a 
consolidated return and the tax liabil¬ 
ity of one or more of the corporations 
included in the consolidated return is 
to be computed in the manner described 
in subparagraph (1) of this paragraph, 
the amounts so paid shall be allocated 
between the group composed of the cor¬ 
porations properly included in the con¬ 
solidated return and each of the cor¬ 
porations the tax liability of which is 
to be computed on a separate basis <or 
on the basis of a consolidated return oi 
another group) in such manner as tne 
corporations which were included in tne 
consolidated return may, subject to tne 
approval of the Commissioner, agie 
upon or in the absence of an agreenie 
upon the method used in allocating t 
tax liability of the members of thegrouP 
under the provisions of section looj a^ 

(g) Computing periods of limitation —* 
(1) Income incorrectly included in co 
solidated return. If— 
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(1) A consolidated return is filed by a 
group for the taxable year, and 

(ii) The tax liability of a corporation 
whose income is included in such re¬ 
turn must be computed on the basis of 
a separate return (or on the basis of a 
consolidated return with another group), 

then for the purpose of computing any 
period of limitation with respect to such 
separate return (or such other consoli¬ 
dated return), the filing of such consoli¬ 
dated return by the group shall be con¬ 
sidered as the making of a return by 
such corporation, 

(2) Income incorrectly included in 
separate returns . If a consolidated re¬ 
turn is required for the taxable year un¬ 
der the provisions of paragraph (a) (2) 
of this section, the filing of separate re¬ 
turns by the members of the group for 
such year shall not be considered as the 
making of a return for the purpose of 
computing any period of limitation with 
respect to such consolidated return un¬ 
less there is attached to each such sep¬ 
arate return a statement setting forth— 

(i> The most recent taxable year of 
the member for which its income was 
included in a consolidated return, and 

(ii) The reasons for the group's belief 
that a consolidated return is not required 
for the taxable year. 

<h) Method of filing return and 
forms —(1) Consolidated return made by 
common parent corporation. The con¬ 
solidated return shall be made on 
Form 1120 for the group by the common 
parent corporation. The consolidated 
return, with Form 851 (affiliations sched¬ 
ule) attached, shall be filed with the dis¬ 
trict director with whom the common 
parent would have filed a separate re¬ 
turn. 


(2) Filing of Form 1122 for first year. 
If. under the provisions of paragraph 
(a> (l) of this section, a group wishes to 
exercise its privilege of filing a consoli¬ 
dated return, then a Form 1122 must be 
executed by each subsidiary and must be 
attached to the consolidated return for 
such year. In addition, each subsidiary 
must file a signed copy of Form 1122 on 
or before the due date for the filing of 
the common parent’s return for such 
year (including extensions of time) with 

u d ! strlct director with whom such 
subsidiary would have filed its separate 
return. Form 1122 shall not be required 
tor a taxable year if a consolidated re¬ 
al!} ^ as filed <or was required to be 
!!i e o? y ^ ie sroup for the immediately 
preceding taxable year. 

(3) Persons qualified to execute re- 
ppn!!? f° rm s- Each return or form 
pa?!! 11 ;..* 0 be made or prepared by a 

* poratlon must be executed by the per¬ 
son authorized under section 6062 to ex- 

Ue returns of separate corporations. 

* I-1502—76 Taxable year of members 
group. 


Taxa Me year of meml 
uenr P ~^|} } Ch ange to parents 
* The consolidated return 

conn? must be filed on the basJs 
2? n Parent’s taxable year, ai 

ent^ ary must ad °P t comm 
first acc ounting period 

consolidated return year fo] 


the subsidiary’s income is includible in 
the consolidated return. If any member 
is on a 52-53-week taxable year, the rule 
of the preceding sentence shall, with the 
advance consent of the Commissioner, be 
deemed satisfied if the taxable years of 
all members of the group end within the 
same 7-day period. Any request for such 
consent shall be filed with the Commis¬ 
sioner of Internal Revenue, Washington, 
D.C. 20224. not later than, the 30th day 
before the due date (not including ex¬ 
tensions of time) for the filing of the 
consolidated return. 

(2) Includible insurance company as 
member of group. If an includible in¬ 
surance company required by section 843 
to file its return on the basis of a cal¬ 
endar year is a member of the group and 
if the common parent of such group files 
its return on the basis of a fiscal year, 
then the first consolidated return which 
includes the income of such insurance 
company may be filed on the basis of the 
common parent’s fiscal year, provided, 
however, that if such insurance company 
is a member of the group on the last day 
of the common parent’s taxable year aU 
members of the group change to a cal¬ 
endar year basis effective immediately 
after the close of such fiscal year. 

(b) Income to be included in returns 
for taxable year —(1) Inclusion of income 
in consolidated return. The consoli¬ 
dated return of a group must include the 
income of the common parent for that 
corporation’s entire taxable year (ex¬ 
cluding any portion of such taxable year 
for which its income is properly included 
in the consolidated return of another 
group) and, except as provided in sub- 
paragraph (5) of this paragraph, the 
income of each subsidiary for the por¬ 
tion of such taxable year during which 
it was a member of the group. 

(2) Separate return for period not in¬ 
cluded in a consolidated return. If the 
consolidated return of a group properly 
includes the income of a corporation for 
only a portion of such corporation’s tax¬ 
able year (determined without regard to 
a change of its taxable year under para¬ 
graph (a) of this section), then the in¬ 
come for the portion of such taxable 
year not included in the consolidated 
return must be included in a separate 
return (or, if such corporation is a mem¬ 
ber of another group which files a con¬ 
solidated return for such portion of such 
year, then in such consolidated return). 

(3) Examples. The provisions of sub - 
paragraphs (1) and (2) of this para¬ 
graph may be illustrated by the follow¬ 
ing examples: 

Example (1). Corporations X and Y filed 
separate returns for the calendar year 1965. 
As of the close of June 30. 1966. X acquired 
all of the stock of Y. If X files a consoli¬ 
dated return for 1966, it must Include in such 
return its income for the entire taxable 
year and the income of Y for the period 
July 1, 1966, through December 31. 1966. 
Y must Include its income for the period 
January 1, 1966. through June 30, 1966, in a 
separate return. 

Example (2). Corporations P and S. a 
group of corporations, filed a consolidated 
return for the calendar year 1966. As of the 
close of June 30, 1967. all of the stock of 
S was sold to Individual A. P must file a 
consolidated return for 1967 including P's 


Income for the entire taxable year and the 
income of S for the period of January 1, 
1967. through June 30. 1967. S must file a 
separate return for the period July 1, 1967, 
through December 31, 1967. 

Example (3). Assume the same facts as 
in example (2) plus the additional fact that 
as of the close of July 31, 1967, P acquired 
all the stock of corporation T (which filed 
separate returns on the basis of a fiscal 
year ending November 30). and that P and T 
filed a consolidated return for 1967. P must 
file two consolidated returns for 1967. The 
consolidated return of P and S for 1967 must 
Include P’s income for the entire taxable 
year, excluding that portion of such year 
(August 1 through December 31) for which 
its income is includible in the consolidated 
return of P and T. The consolidated return 
of P and T for 1967 must Include P’s Income 
for its entire taxable year, excluding that 
portion of the taxable year (January 1 
through July 31) for which P’s income is 
included in the consolidated return of P and 
S. and Including the income of T for the 
period August 1 through December 31. T 
must file a separate return for the period 
December 1. 1966, through July 31. 1967. 

(4) Allocation of income between sep¬ 
arate and consolidated returns, (i) If 
the taxable income of a member for a 
taxable year (determined without regard 
to a change of its year under paragraph 
(a) of this section) must be included in 
part in a consolidated return and in part 
in a separate return (or a consolidated 
return of another group), the taxable 
income to be reported in each such re¬ 
turn shall be determined on the basis 
of its income shown on its permanent 
records (including work papers). 

(ii) If the portion of an item of in¬ 
come or deduction to be reported in each 
such return cannot be clearly determined 
from the permanent records, the portion 
of such item to be included in each such 
return shall be the amount of the item 
for the full taxable year (determined 
without regard to the change of year) 
multiplied by a fraction, the numerator 
of which is the number of days for which 
the member’s income is to be Included in 
such return and the denominator of 
which is the total number of days in 
such year. 

(5) Period of 30 days or less may be 
disregarded. For purposes of the reg¬ 
ulations under section 1502— 

(i) If within 30 days after the begin¬ 
ning of a corporation’s taxable year (de¬ 
termined without regard to the required 
change to the parent’s taxable year) it 
becomes a member of a group, then such 
corporation may at Its option be con¬ 
sidered to have become a member of the 
group as of the beginning of the first day 
of such corporation’s taxable year, or 

(ii) If, during a consolidated return 
year of a group, a corporation (other 
than a corporation created or organized 
in such year by a member of the group) 
has been a member of such group for a 
period of 30 days or less, then such cor¬ 
poration may at its option be considered 
as not having been a member of the 
group during such year. 

(6) Examples. The provisions of sub- 
paragraph (5) of this paragraph may be 
illustrated by the following examples: 

Example (I). Corporation P. a common 
parent corporation, filed a consolidated re¬ 
turn for the calendar year 1965. As of the 
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close of July 14, 1966, P acquired all of the 
stock of corporation S. S filed its separate 
returns on the basis of the fiscal year ending 
June 30. P files a consolidated return for 
1966. Since S became a member of the group 
within 30 days after the beginning of its tax¬ 
able year, S may at its option include its in¬ 
come in such consolidated return for the pe¬ 
riod July 1,1966 (the beginning of Its taxable 
year), through December 31, 1966, in lieu of 
the period July 15, 1966, through December 
31. 1966. 

Example (2), Assume the same facts as 
In example (1) except that P acquired all of 
the stock of S as of the close of December 14, 
1966. Since S has been a member of the 
group for a period of 30 days or less during 
the group’s calendar year 1966, S may at its 
option not include any of its income In the 
consolidated return filed for 1966. 

(c) Time for making separate returns 
for periods not included in consolidated 
return —(1) Consolidated return filed by 
due date for separate return. If the 
group has filed a consolidated return on 
or before the due date for the filing of 
a subsidiary’s separate return (including 
extensions of time and determined with¬ 
out regard to any change of its taxable 
year required under paragraph (a) of 
this section), then the separate return 
for any portion of the subsidiary’s tax¬ 
able year for which its income is not in¬ 
cluded in the consolidated return of the 
group must be filed no later than the due 
date of such consolidated return (includ¬ 
ing extensions of time). 

(2) Consolidated return not filed by 
due date for separate return. If the 
group lias not filed a consolidated return 
on or before the due date for the filing of 
a subsidiary corporation’s separate re¬ 
turn (including extensions of time and 
determined without regard to any change 
of its taxable year required under para¬ 
graph (a) of this section), then on or 
before such due date such subsidiary 
shall file a separate return either for the 
portion of its taxable year for which its 
income would not be included in a con¬ 
solidated return if such a return were 
filed, or for its complete taxable year. 
However, if a separate return is filed for 
such portion of its taxable year and the 
group subsequently does not file a con¬ 
solidated return, such subsidiary corpo¬ 
ration shall file a substituted return for 
its complete taxable year not later than 
the due date (including extensions of 
time) prescribed for the filing of the 
common parent’s return. On the other 
hand, if the return is filed for the sub¬ 
sidiary's complete taxable year and the 
group later files a consolidated return, 
such subsidiary must file an amended re¬ 
turn not later than the due date (includ¬ 
ing extensions of time) for the filing of 
the consolidated return of the group. 
Such amended return shall be for that 
portion of such subsidiary’s taxable year 
which is not included in the consolidated 
return. If, imder this subparagraph, a 


substituted return must be filed, then the 
return previously filed shall not be con¬ 
sidered a return within the meaning of 
section 6011. If, under this subpara¬ 
graph, a substituted or amended return 
must be filed, then, for purposes of sec¬ 
tions 6513(a) and 6601(a), the last date 
prescribed for payment of tax shall be 
the due date (not including extensions of 
time) for the filing of the subsidiary’s 
separate return (determined without re¬ 
gard to this subparagraph and without 
regard to any change of its taxable 
year required under paragraph (a) of 
this section >. 

(3) Examples. The provisions of this 
paragraph may be illustrated by the fol¬ 
lowing examples: 

Example (1). Corporation P, which filed 
a separate return for the calendar year 1966. 
acquires all of the Btock of corporation S 
as of the close of December 31, 1966. Cor¬ 
poration S reports its income on the basis 
of a fiscal year ending March 31. On June 15, 
1967. the due date for the filing of a separate 
return by S (assuming no extensions of 
time), a consolidated return has not been 
filed for the group (P and S). On such date 
S may either file a return for the period 
April 1, 1966, through December 31, 1966, or 
it may file a return for the complete fiscal 
year ending March 31, 1967. If S files a re¬ 
turn for the short period ending December 
31, 1966, and if the group elects not to file 
a consolidated return for the calendar year 
1967. S, on or before March 15. 1968 (the 
due date of P’s return, assuming no exten¬ 
sions of time), must file a substituted return 
for the complete fiscal year ending March 
31. 1967, in lieu of the return previously 
filed for the short period. Interest Is com¬ 
puted from June 15, 1967. If, however. S 
files a return for the complete fiscal year 
ending March 31. 1967. and the group elects 
to file a consolidated return for the calendar 
year 1967, then S must file an amended re¬ 
turn covering the period from April 1. 1966, 
through December 31, 1966, in lieu of the 
return previously filed for the complete fiscal 
year. Interest Is computed from June 15, 
1967. 

Example (2). Assume the same facts as 
In example (1) except that corporation P 
acquires all of the stock of corporation S 
at the close of September 30. 1967, and that 
P files a consolidated return for the group 
for 1967 on March 15, 1968 (not having ob¬ 
tained any extensions of time). Since a 
consolidated return has been filed on or be¬ 
fore the due date (June 15, 1968) for the fil¬ 
ing of the separate return for the taxable 
year ending March 31. 1968, the return of 8 
for the short taxable year beginning April 
1, 1967, and ending September 30, 1967, 
should be filed no later than March 15, 1968. 

(d) Taxable year of less than 12 
months. Any period of less than 12 
months for which either a separate re¬ 
turn or a consolidated return is filed un¬ 
der the provisions of this section shall 
be considered as a separate taxable year. 


§ 1.1502-77 Common parcnl agent for 
subsidiaries. 

(a) Scope of agency of common parent 
corporation. The common parent, for 
all purposes other than the making of 
the consent required by paragraph 
(a)(1) of § 1.1502-75, shall be the sole 
agent for each subsidiary in the group, 
duly authorized to act in its own name in 
all matters relating to the tax liability 
for the consolidated return year. No 
subsidiary shall have authority to act 
for or to represent itself in any such mat¬ 
ter. For example, any election available 
to a subsidiary corporation in the com¬ 
putation of its seperate taxable income 
must be made by the common parent, as 
must any change in an election previously 
made by the subsidiary corporation; all 
correspondence will be carried on directly 
with the common parent; the common 
parent shall file for all extensions of time 
including extensions of time for pay¬ 
ment of tax under section 6164; notices 
of deficiencies will be mailed only to the 
common parent, and the mailing to the 
common parent shall be considered as a 
mailing to each subsidiary in the group; 
notice and demand for payment of taxes 
will be given only to the common parent 
and such notice and demand will be con¬ 
sidered as a notice and demand to each 
subsidiary; the common parent will file 
petitions and conduct proceedings before 
the Tax Court of the United States, and 
any such petition shall be considered as 
also having been filed by each such sub¬ 
sidiary. The common parent will file 
claims for refund or credit, and any re¬ 
fund will be made directly to and in the 
name of the common parent and will dis¬ 
charge any liability of the Government 
in respect thereof to any such subsid¬ 
iary; and the common parent in its 
name will give waivers, give bonds, and 
execute closing agreements, offers in 
compromise, and all other documents, 
and any waiver or bond so given, or 
agreement, offer in compromise, or any 
other document so executed, shall be con¬ 
sidered as having also been given or exe¬ 
cuted by each such subsidiary. Notwith¬ 
standing the provisions of tills para¬ 
graph, any notice of deficiency, in respect 
of the tax for a consolidated return year, 
will name each corporation which was a 
member of the group during any part of 
such period (but a failure to include the 
name of any such member w t 111 not affect 
the validity of the notice of deficiency as 
to the other members); any notice and 
demand for payment will name each 
corporation which was a member of the 
group during any part of such period 
(but a failure to include the name of any 
such member will not affect the validity 
of the notice and demand as to the other 
members); and any levy, any notice o 






a lien, or any other proceeding to col¬ 
lect the amount of any assessment, after 
the assessment has been made, will name 
the corporation from which such collec¬ 
tion is to be made. The provisions of 
this paragraph shall apply whether or 
not a consolidated return is made for any 
subsequent year, and whether or not one 
or more subsidiaries have become or have 
ceased to be members of the group at any 
time. Notwithstanding the provisions 
of this paragraph, the district director 
may. upon notifying the common parent, 
deal directly with any member of the 
group in respect of its liability, in which 
event such member shall have full au¬ 
thority to act for itself. 

(b) Notification of deficiency to cor¬ 
poration which has ceased to he a mem¬ 
ber of the group. If a subsidiary has 
ceased to be a member of the group and 
if such subsidiary files written notice 
of such cessation with the district direc¬ 
tor with whom the consolidated return 
is filed, then such district director upon 
request of such subsidiary will furnish 
it with a copy of any notice of deficiency 
in respect of the tax for a consolidated 
return year for which it was a member 
and a copy of any notice and demand for 
payment of such deficiency. The filing 
of such written notification and request 
by a corporation shall not have the ef¬ 
fect of limiting the scope of the agency 
of the common parent provided for in 
paragraph (a) of this section and a 
failure by such district director to com¬ 
ply with such written request shall not 
have the effect of limiting the tax lia¬ 
bility of such corporation provided for 
in § 1.1502-6. 

<c) Effect of waiver given by common 
parent. Unless the district director 
agrees to the contrary, an agreement en¬ 
tered into by the common parent extend¬ 
ing the time within which an assessment 
way be made or levy or proceeding in 
court begun in respect of the tax for a 
consolidated return year shall be ap¬ 
plicable— 

(1) To each corporation which was a 
member of the group during any part of 
such taxable year, and 
<2> To each corporation the income of 
which was included in the consolidated 
return for such taxable year, notwith¬ 
standing that the tax liability of any 
such corporation is subsequently com¬ 
puted on the basis of a separate return 
under the provisions of § 1.1502-75. 

'd) Effect of dissolution of common 
parent corporation. If the common par¬ 
ent corporation contemplates dissolution, 
ft bout to be dissolved, or if for any 
other reason its existence is about to 
itf sha11 forthwith notify the 
aistrict director with w T hom the consoli- 
ated return is filed of such fact and 
csignate, subject to the approval of such 
district director, another member to act 
a 2ent in its place to the same extent 
subject to the same conditions and 
limitations as are applicable to the com¬ 
mon parent, if the notice thus required 
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is not given by the common parent, or 
the designation is not approved by the 
district director, the remaining members 
may, subject to the approval of such dis¬ 
trict director, designate another member 
to act as such agent, and notice of such 
designation shall be given to such district 
director. Until a notice in writing 
designating a new agent has been ap¬ 
proved by such district director, any 
notice of deficiency or other communica¬ 
tion mailed to the common parent shall 
be considered as having been properly 
mailed to the agent of the group; or. if 
such district director has reason to be¬ 
lieve that the existence of the common 
parent has terminated, he may, if he 
deems it advisable, deal directly with any 
member in respect of its liability. 

§ 1.1502-78 Tentative carryback adjust¬ 
ments. 

(a) General rule. If a group sustains 
a consolidated net operating loss for any 
taxable year, then any application under 
section 6411 for a tentative carryback 
adjustment of the taxes for a consoli¬ 
dated return year or years preceding the 
loss year shall be made by the common 
parent corporation to the extent such 
consolidated net operating loss is not ap¬ 
portioned to a corporation for a separate 
return year pursuant to paragraph (a) 
of § 1.1502-79. In the case of the portion 
of a consolidated net operating loss to 
which the preceding sentence does not 
apply, and in the case of a net operat¬ 
ing loss sustained in a separate return 
year which may be carried back to a con¬ 
solidated return year, the corporation or 
corporations to which any such loss is 
attributable shall make any application 
under section 6411. 

(b) Special rules —(1) Payment of re¬ 
fund. Any refund allowable under an 
application referred to in paragraph (a) 
of this section shall be made directly to 
and in the name of the corporation filing 
the application, except that in all cases 
where the loss is deducted from the con¬ 
solidated taxable income of a consoli¬ 
dated return year, any refund shall be 
made directly to and in the name of the 
common parent corporation. The pay¬ 
ment of any such refund shall discharge 
any liability of the Government with re¬ 
spect to such refund. 

(2) Several liability. If a group filed 
a consolidated return for a taxable year 
for which there was an adjustment by 
reason of an application under section 
6411, and if a deficiency is assessed 
against such group under section 6213 
(b)(2), then each member of such group 
shall be severally liable for such defi¬ 
ciency including any interest or penalty 
assessed in connection with such defi¬ 
ciency. 

(c) Examples. The provisions of par¬ 
agraphs (a) and (b) of this section may 
be illustrated by the following examples: 

Example (1). Corporations P, S. and S-l 
filed a consolidated return for the calendar 
year 1966. P. S, and S-l also filed a con¬ 
solidated return for the calendar year 1969. 
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The group Incurred a consolidated net op¬ 
erating loss In 1969 attributable to S-l which 
may be carried back to 1966 as a consolidated 
net operating loss carryback. If a tentative 
carryback adjustment is desired. P, the com¬ 
mon parent, must file an application under 
section 6411 and any refund will be made 
to P. 

Example (2). Assume the same facts as 
in example (1) except that P, S, and S-l filed 
separate returns for the calendar year 1969, 
even though they were members of the same 
group for such year. S-l incurred a net 
operating loss in 1969 which may be carried 
back to 1966. If a tentative carryback ad¬ 
justment is desired, S-l must file an applica¬ 
tion under section 6411 and any refund from 
such application will be made to P. 

Example (3). Corporations X. Y. and Z 
filed a consolidated return for the calendar 
year 1966. Z ceased to be a member of the 
group in 1967. Z filed a separate return for 
1968 while X and Y filed a consolidated 
return for such year. The group incurred a 
consolidated net operating loss in 1968 at¬ 
tributable to Y, which may be carried back 
to 1966. Z also incurred a net operating 
loss for 1968 which may bo carried back to 
1966. If a tentative carryback adjustment is 
claimed with respect to the consolidated net 
operating loss, X, the common parent, must 
file an application under section 6411. If 
a tentative carryback adjustment is desired 
with respect to Z’s loss, Z must file an appli¬ 
cation. Any refunds attributable to either 
application will be made to X. If an assess¬ 
ment is made under section 6213(b)(2) to 
recover an excessive tentative allowance made 
with respect to calendar year 1966, X, Y, and 
Z are severally liable for such assessment. 

Example (4). Corporations L and M filed 
a consolidated return for the calendar year 
1966. Corporation N filed a separate return 
for such year. Later. N became a member of 
the group and filed a consolidated return 
with the group for the calendar year 1968. 
The group incurred a consolidated net oper¬ 
ating loss in 1968 attributable to N which 
may be carried back to N’s separate return 
for 1966. If a tentative carryback adjust¬ 
ment is desired, N must file an application 
under section 6411 and any refund will be 
made directly to N. 

§ 1.1502—79 Separate return years. 

(a) Carryover and carryback of con¬ 
solidated net operating losses to separate 
return years —(I) In general, (i) If a 
consolidated net operating loss can be 
carried under the principles of section 
172(b) and paragraph (b) of § 1.1502-21 
to a separate return year of a corpora¬ 
tion (or could have been so carried if 
such corporation were in existence) 
which was a member in the year in 
which such loss arose, then the portion 
of such consolidated net operating loss 
attributable to such corporation (as de¬ 
termined under subparagraph (3) of this 
paragraph) shall be apportioned to such 
corporation (and any successor to such 
corporation in a transaction to which 
section 381(a) applies) and shall be a 
net operating loss carryover or carryback 
to such separate return year; according¬ 
ly, such portion shall not be included 
in the consolidated net operating loss 
carryovers or carrybacks to the equiv¬ 
alent consolidated return year. Thus, 
for example, if a member filed a separate 
return for the third year preceding a 
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consolidated return year in which a con¬ 
solidated net operating loss was sus¬ 
tained and if any portion of such loss is 
apportioned to such member for such 
separate return year, such portion may 
not be carried back by the group to its 
third year preceding such consolidated 
return year. 

(ii) If a corporation ceases to be a 
member during a consolidated return 
year, any consolidated net operating loss 
carryover from a prior taxable year must 
first be carried to such consolidated re¬ 
turn year, notwithstanding that all or a 
portion of the consolidated net operating 
loss giving rise to the carryover is attrib¬ 
utable to the corporation which ceases 
to be a member. To the extent not ab¬ 
sorbed in such consolidated return year, 
the portion of the consolidated net op¬ 
erating loss attributable to the corpora¬ 
tion ceasing to be a member shall then 
be carried to such corporation’s first 
separate return year. 

(2) Nonapportionment to certain 
members not in existence. Notwith¬ 
standing subparagraph (1) of this para¬ 
graph, the portion of a consolidated net 
operating loss attributable to a member 
shall not be apportioned to a prior sepa¬ 
rate return year for which such member 
was not in existence and shall be in¬ 
cluded in the consolidated net operating 
loss carrybacks to the equivalent con¬ 
solidated return year of the group (or, 
if such equivalent year is a separate re¬ 
turn year, then to such separate return 
year), provided that such member was a 
member of the group immediately after 
its organization. 

(3) Portion of consolidated net operat¬ 
ing loss attributable to a member. The 
portion of a consolidated net operating 
loss attributable to a member of a group 
is an amount equal to the consolidated 
net operating loss multiplied by a frac¬ 
tion, the numerator of which is the sep¬ 
arate net operating loss of such corpora¬ 
tion, and the denominator of which is 
the sum of the separate net operating 
losses of all members of the group in 
such year having such losses. For pur¬ 
poses of this subparagraph, the separate 
net operating loss of a member of the 
group shall be determined under § 1.1502- 
12 (except that no deduction shall be al¬ 
lowed under section 242), adjusted for 
the following items taken into account 
in the computation of the consolidated 
net operating loss: 

(i) The portion of the consolidated 
dividends received deduction, the con¬ 
solidated charitable contributions deduc¬ 
tions, and the consolidated section 247 
deduction, attributable to such member; 

(ii) Such member’s net capital gain 
(determined without regard to any net 
capital loss carryover attributable to such 
member); 

(iii) Such member’s net capital loss 
and section 1231 net loss, reduced by the 
portion of the consolidated net capital 
loss attributable to such member (as de¬ 
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termined under paragraph (b)(2) of this 
section); and 

(iv) The portion of any consolidated 
net capital loss carryover attributable to 
such member which is absorbed in the 
taxable year. 

(4) Examples. The provisions of this 
paragraph may be illustrated by the fol¬ 
lowing examples: 

Example (1). (i) Corporation P was 

formed on January 1, 1966. P filed a separata 
return for the calendar year 1966. On March 
15, 1967, P formed corporation S. P and S 
filed a consolidated return for 1967. On 
January 1, 1968, P purchased all the stock 
of corporation T, which had been formed in 
1967 and had filed a separate return for its 
taxable year ending December 31, 1967. 

(ii) P, S. and T Join in the filing of a 
consolidated return for 1968, which return 
reflects a consolidated net operating loss of 
$11,000. $2,000 of such consolidated net op¬ 
erating loss is attributable to P, $3,000 to S, 
and $6,000 to T. Such apportionment of the 
consolidated net operating loss was made on 
the basis of the separate net operating losses 
of each member as determined under sub- 
paragraph (3) of this paragraph. 

(ill) $5,000 of the 1968 consolidated net 
operating loss can be carried back to P’s sep¬ 
arate return for 1966. Such amount is the 
portion of the consolidated net operating loss 
attributable to P and S. Even though S was 
not In existence in 1966, the portion attribut¬ 
able to S can be carried back to P’s separate 
return year, since S (unlike T) was a member 
of the group Immediately after its organiza¬ 
tion. The 1968 consolidated net operating 
loss can be carried back against the group’s 
income in 1967 except to the extent (i.e., 
$6,000) that it is apportioned to T for its 1967 
separate return year and to the extent that 
it was absorbed in P’s 1966 separate return 
year. The portion of the 1968 consolidated 
net operating loss attributable to T ($6,000) 
is a net operating loss carryback to its 1967 
separate return. 

Example (2). (1) Assume the same facts 

as in example (1). Assume further that on 
June 15. 1969. P sells all the stock of T to an 
outsider, that P and S file a consolidated re¬ 
turn for 1969 (which includes the income 
of T for the period January 1 through June 
15), and that T files a separate return for 
the period June 16 through December 31, 
1969. 

(ii) The 1968 consolidated net operating 
loss, to the extent not absorbed in prior 
years, must first be carried to the consoli¬ 
dated return year 1969. Any portion of the 
$6,000 amount attributable to T which is 
not absorbed in T’s 1967 separate return year 
or in the 1969 consolidated return year shall 
then be carried to T’s separate return year 
ending December 31, 1969. 

(b> Carryover of consolidated net 
capital loss to separate return years — 
(1) In general. If a consolidated net 
capital loss can be carried under the 
principles of section 1212 (a) and para¬ 
graph (b) of S 1.1502-22 to a separate 
return year of a corporation (or could 
have been so carried if such corporation 
were in existence) which was a member 
of the group hi the year in which such 
consolidated net capital loss arose, then 
the portion of such consolidated net 
capital loss attributable to such corpo¬ 
ration (as determined under subpara¬ 


graph (2) of this paragraph) shall be 
apportioned to such corporation (and 
any successor to such corporation in a 
transaction to which section 381(a) 
applies) under the principles of para¬ 
graph (a) <1), (2) and (3) of this section 
and shall be a net capital loss carryover 
to such separate return year. 

(2) Portion of consolidated net capital 
loss attributable to a member. The por¬ 
tion of a consolidated net capital loss 
attributable to a member of a group Is 
an amount equal to such consolidated 
net capital loss multiplied by a fraction, 
the numerator of which is the net capital 
loss of such member, and the denomi¬ 
nator of which is the sum of the net 
capital losses of those members of the 
group having net capital losses. For 
purposes of this subparagraph, the net 
capital loss of a member of the group 
shall be determined by taking into ac¬ 
count the following: 

(1) Such member’s net capital gain or 
loss (determined without regard to any 
net capital loss carryover); and 

(ii) Such member’s section 1231 net 
loss, reduced by the portion of the con¬ 
solidated section 1231 net loss attribut¬ 
able to such member. 

(c) Carryover and carryback of con¬ 
solidated unused investment credit to 
separate return years —(1) In general. 
If a consolidated unused investment 
credit can be carried under the principles 
of section 46(b) and paragraph (b) of 
§ 1.1502-3 to a separate return year of 
a corporation (or could have been so car¬ 
ried if such corporation were in exist¬ 
ence) which was a member of the group 
in the year in which such unused credit 
arose, then the portion of such consoli¬ 
dated unused credit attributable to such 
corporation (as determined under sub- 
paragraph (2) of this paragraph) shall 
be apportioned to such corporation (and 
any successor to such corporation in a 
transaction to which section 381(a) ap¬ 
plies) under the principles of paragraph 
(a) (1) and (2) of this section and shall 
be an investment credit carryover or 
carryback to such separate return year. 

(2) Portion of consolidated unused 
investment credit attributable to a mem¬ 
ber.—ii) Investment credit carryback. 
In the case of a consolidated unused 
credit which is an investment credit 
carryback, the portion of such consoli¬ 
dated unused credit attributable to a 
member of the group is an amount equal 
to such consolidated unused credit multi¬ 
plied by a fraction, the numerator of 
which is the credit earned of such mem¬ 
ber for the consolidated unused credit 
year, and the denominator of which is the 
consolidated credit earned for such un¬ 
used credit year. 

(ii) Investment credit carryover, in 
the case of a consolidated unused credit 
which is an investment credit carryover, 
the portion of such consolidated unused 
credit attributable to a member of tiie 
group is an amount equal to such con¬ 
solidated unused credit multiplied by 
fraction, the numerator of which is tne 
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credit earned with respect to any section 
38 property placed in service in the con¬ 
solidated unused credit year and owned 
by such member (whether or not placed 
in service by such member) at the close 
of the last day as of which the taxable 
income of such member is included in a 
consolidated return filed by the group, 
and the denominator of which is the con¬ 
solidated credit earned for such unused 
credit year. 

(d> Carryover and carryback of con¬ 
solidated unused foreign tax —(1) In 
general . If a consolidated unused for¬ 
eign tax can be carried under the prin¬ 
ciples of section 904(d) and paragraph 
(e> of S 1.1502-4 to a separate return year 
of a corporation (or could have been so 
carried if such corporation were in ex¬ 
istence) which was a member of the 
group in the year in which such unused 
foreign tax arose, then the portion of 
such consolidated unused foreign tax at¬ 
tributable to such corporation (as deter¬ 
mined under subparagraph (2) of this 
paragraph) shall be apportioned to such 
corporation (and any successor to such 
corporation in a transaction to which 
section 381(a) applies) under the prin¬ 
ciples of paragraph (a) (1) and (2) of 
this section and shall be deemed paid 
or accrued in such separate return year 
to the extent provided in section 904(d). 

(2) Portion of consolidated unused 
foreign tax attributable to a member . 
The portion of a consolidated unused 
foreign tax for any year attributable to 
a member of a group is an amount equal 
to such consolidated unused foreign tax 
multi pled by a fraction, the numerator 
of which is the foreign taxes paid or 
accrued for such year (including those 
taxes deemed paid or accrued, other than 
by reason of section 904(d)) to each 
iorelgn country or possession (or to all 
foreign countries or possessions if the 
overall limitation is effective) by such 
member, and the denominator of which 
is the aggregate of all such taxes paid 
or accrued for such year (including those 
wxes deemed paid or accrued, other than 
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thAn *u UCh excess contributions arose. 
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ablp 7 charltabl e contributions attribut- 
unl!° SU u Ch corpora tion (as determined 

S (2) ot para- 

shall be apportioned to such cor¬ 


poration (and any successor to such 
corporation in a transaction to which 
section 381(a) applies) under the prin¬ 
ciples of paragraph (a) (1) and (2) of 
this section and shall be a charitable 
contribution carryover to such separate 
return year. 

(2) Portion of consolidated excess 
charitable contributions attributable to 
a member . The portion of the consoli¬ 
dated excess charitable contributions 
attributable to a member of a group is 
an amount equal to such consolidated ex¬ 
cess contributions multiplied by a frac¬ 
tion. the numerator of which is the 
charitable contributions paid by such 
member for the taxable year, and the 
denominator of which is the aggregate 
of all such charitable contributions paid 
for such year by all the members of the 
group. 

(f) Intercompany transactions — (1) 
Intercompany transactions other than 
deferred intercompany transactions. In 
certain cases a member of the group must 
take into account in a separate return 
year an item of income or a deduction 
which it otherwise would have taken into 
account in earlier consolidated return 
years. See paragraph (b) (2) of § 1.1502- 
13. 

(2) Deferred intercompany transac¬ 
tions. See paragraphs (d). (e). and (f) 
of § 1.1502-13 for rules with respect to 
restoration of deferred gains and losses 
in separate return years. 

§ 1.1302—80 Applicability of other pro¬ 
visions of law. 

Tiie Code, or other law, shall be appli¬ 
cable to the group to the extent the regu¬ 
lations do not exclude its application. 
Thus, for example, in a transaction to 
which section 381(a) applies, the acquir¬ 
ing corporation will succeed to the tax 
attributes described in section 381(c). 
Furthermore, sections 269, 304, and 482 
apply for any consolidated return year. 

Regulations Applicable to Taxable 
Years Prior to January 1,1966 

§ 1.1502—OA Introductory. 

The regulations prescribed under sec¬ 
tion 1502 of the Internal Revenue Code 
of 1954 are applicable in the case of all 
corporations (with certain statutory ex¬ 
ceptions) to taxable years beginning 
after December 31. 1953, and ending 
after August 16, 1954, and with respect 
to such taxable years, the regulations 
under section 1502 supersede 26 CFR 
(1939) part 24 (Regulations 129). Any 
provision of the regulations under such 
section, the applicability of which is 
stated in terms of a specific date (occur¬ 
ring after December 31,1953) or in terms 
of taxable years ending after a specific 
date (occurring after December 31, 
1953). shall apply to taxable years end¬ 
ing after such specific date. Each such 
provision shall in the case of a taxable 
year subject to 26 CFR (1939) part 24 
(Regulations 129), be deemed included in 
26 CFR (1939) part 24 (Regulations 129) 
but shall be applicable only to taxable 


years ending after such specific date. 
The provisions of 26 CFR (1939) part 24 
(Regulations 129), superseded by provi¬ 
sions of the regulations under section 
1502, the applicability of which is stated 
in terms of a specific date (occurring 
after December 31,1953) shall be deemed 
to be included in the regulations under 
such section but shall be applicable only 
to the period prior to the taking effect of 
the corresponding provision of the regu¬ 
lations under such section. 

§ 1.1502-1A Privilege of making con¬ 
solidated returns. 

(a) Section 1501 gives to the corpo¬ 
rations of an affiliated group the privi¬ 
lege of making a consolidated income tax 
return for the taxable year in lieu of 
separate returns. This privilege is given, 
however, upon the condition that all 
corporations which have been members 
of the affiliated group at any time during 
the taxable year for which the return is 
made consent to the regulations under 
section 1502 applicable to such taxable 
year and any amendments thereof duly 
prescribed prior to the last day pre¬ 
scribed by law for the filing of the re¬ 
turn; and the making of the consolidated 
return is considered as such consent. 

(b) Wit h re spect to a taxable year to 
which 26 CFR (1939) Part 24 (Regula¬ 
tions 129), as amended by the regulations 
under section 1502 is applicable, the reg¬ 
ulations to which consent is made are 
those in 26 CFR (1939) Part 24 (Regula¬ 
tions 129), as amended, and as further 
amended by the regulations under such 
section. With respect to a taxable year 
to which the regulations under section 
1502 are applicable, the regulations to 
which consent is made are the regula¬ 
tions under such section as changed to 
the extent that portions of 26 CFR 
(1939) Part 24 (Regulations 129) are 
applicable. For example, in the case of 
a fiscal year ending October 31, 1954, the 
Inter nal Revenue Code of 1939 and 26 
CFR (1939) Part 24 (Regulations 129) 
are applicable to a consolidated return 
filed for such year. In such case. If the 
first distribution ln pursuance of a plan 
of complete liquidation of a member of 
the affiliated group occurs on or after 
June 22, 1954. § 1.1502-38A is applicable 
in lieu of 26 CFR (1939) 24.38 (Regula¬ 
tions 129). On the other hand, if such a 
distribution occurs before June 22, 1954, 
26 CFR (1939) 24.38 (Regulations 129) 
is applicable. Similarly, in the case of a 
return filed for the calendar year 1954, 
the Internal Revenue Code of 1954 and 
the regulations under section 1502 are 
applicable. In such case, if the first 
distribution in pursuance of a plan of 
complete liquidation of a member of the 
affiliated group occurs prior to June 22, 
1954, 26 CFR (1939) 24.38 (Regulations 
129) Is applicable in lieu of $ 1.1502-38A. 
If such distribution occurs on or after 
June 22. 1954, § 1.1502-38A is applicable. 

(c) The last day prescribed by law 
for the filing of the return Includes the 
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last day of the period of any extension 
of time granted by the Commissioner. 

(d) The tax liability or the members 
of the affiliated group for the taxable 
year involved will be determined in ac¬ 
cordance with the provisions of the reg¬ 
ulations to which consent is given and 
without regard to any changes of the 
rules therein prescribed made subsequent 
to the last day prescribed by law for 
the filing of the return for such year. 

§ 1.1502—2 A Definitions. 

(a) Code . The term “Code” means 
the Internal Revenue Code of 1954 and 
the sections of statutory law referred to 
in the regulations under section 1502 
unless otherwise stated, are sections of 
that Code. 

(b) Affiliated group. (1) The term 
“affiliated group” is defined in section 
1504 and includes the common parent 
corporation and every other corporation 
for the period during which such corpo¬ 
ration is a member of the affiliated group 
within the meaning of such section. It 
does not include any corporation which 
is not an “includible corporation” as de¬ 
fined by section 1504(b). An includible 
corporation is defined by such section to 
mean any corporation, except— 

(i) A corporation exempt under sec¬ 
tion 501 from the taxes imposed by sub¬ 
title A; 

(ii) An insurance company subject to 
taxation under section 802 or 821 (except 
as provided in section 1504(c)); 

(iii) A foreign corporation (except as 
provided in section 1504(d)); 

(iv) A corporation entitled to the ben¬ 
efits of section 931 by reason of receiv¬ 
ing a large percentage of its income from 
sources within possessions of the United 
States; 

(v) A corporation organized under the 
China Trade Act of 1922 (15 U.S.C. ch. 
4); 

(vi) A regulated investment company 
or a real estate investment trust subject 
to tax under subchapter M, chapter 1 
of the Code; 

(vii) An unincorporated business en¬ 
terprise subject to tax as a corporation 
under section 1361; and 

(viii) For periods before September 
24, 1959, an electing small business cor¬ 
poration as defined in section 1371 (b). 

The consolidated income tax return must 
include every includible corporation 
which, under the provisions of section 
1504, is a member of the affiliated group. 
No corporation which is connected by 
stock ownership with an affiliated group 
of includible corporations through a non- 
includible corporation may be included 
in the consolidated return of such group. 
In no case may a consolidated return be 
filed by subsidiary corporations as an 
affiliated group unless the common par¬ 
ent corporation through which the sub¬ 
sidiaries are connected is a member of 
the group. For instance, there will not 
be recognized as an affiliated group two 
domestic industrial corporations, the 
common parent corporation of which is 
a regulated investment company subject 
to tax under part I, subchapter M, chap¬ 
ter 1 of the Code. 

<2) An insurance company subject to 
tax under section 831 is an includible 


corporation and may be included in an 
affiliated group, together with corpora¬ 
tions other than insurance companies 
taxable under section 802 or 821. Insur¬ 
ance companies subject to tax under sec¬ 
tion 802 or 821 are not includible corpo¬ 
rations under section 1504(b). Under 
section 1504(c), however, a domestic in¬ 
surance company taxable under section 
802 may be included in an affiliated 
group comprised solely of other domestic 
insurance companies taxable under sec¬ 
tion 802; it may not be included in an 
affiliated group with other corporations. 
An affiliated group of domestic insurance 
companies taxable under section 802 may 
not include a domestic insurance com¬ 
pany taxable under section 821 or 831. 

(3) In the case of a domestic corpo¬ 
ration owning or controlling, directly or 
indirectly, 100 percent of the capital 
stock (exclusive of directors* qualifying 
shares) of a corporation organized under 
the laws of Canada or of Mexico and 
maintained solely for the purpose of 
complying with the laws of such country 
as to title and operation of property, 
such foreign corporation may. at the 
option of the domestic corporation, be 
treated for income tax purposes as a 
domestic corporation. The option to 
treat such foreign corporation as a do¬ 
mestic corporation so that it may be 
included in a consolidated return must 
be exercised at the time of making the 
consolidated return, and cannot be exer¬ 
cised at any time thereafter. If the elec¬ 
tion is exercised to treat such foreign 
corporation as a domestic corporation, 
it must be included in the consolidated 
return of the affiliated group of which it 
is a member for each consecutive year 
thereafter for which such group makes 
or is required to make a consolidated 
return. 

(4) An affiliated group of corpora¬ 
tions, within the meaning of section 
1504, is formed at the time that the 
common parent corporation, which is 
an includible corporation, becomes the 
owner directly of stock possessing at 
least 80 percent of the voting power of 
all classes of stock and at least 80 per¬ 
cent of each class of nonvoting stock 
(not including nonvoting stock which 
is limited and preferred as to dividends) 
of another includible corporation; a 
corporation becomes a member of such 
an affiliated group at the time that one 
or more members of such group become 
the owners directly of stock possessing 
at least 80 percent of the voting power 
of all classes of its stock and at least 
80 percent of each class of its nonvoting 
stock (not including nonvoting stock 
which is limited and preferred as to 
dividends); and a corporation ceases 
to be a member of such an affiliated 
group at the time that the members of 
such group cease to own directly stock 
possessing at least 80 percent of the vot¬ 
ing power of all classes of its stock, or at 
least 80 percent of each class of its non¬ 
voting stock (not including nonvoting 
stock which is limited and preferred as 
to dividends). 

(c) Consolidated return period. The 
term “consolidated return period” means 
the taxable year 1929, or any subsequent 
taxable year, for which a consolidated 


return is made or is required, income tax 
return, excess profits tax return, or both, 
including the period during which a sub* 
sidiary corporation is engaged in dis¬ 
tributing its assets in liquidation. 

(d) Subsidiary. The term “subsid¬ 
iary** means a corporation (other than 
the common parent corporation) which 
is a member of the affiliated group dur¬ 
ing any part of the consolidated return 
period. 

(e) Tax. The term “tax” means any 
tax imposed by chapter 1 of the Code, 
and includes any interest, penalty, addi¬ 
tional amount, or addition to the tax, 
payable in respect thereof. 

(f) Terms defined in Internal Revenue 
Code. Terms which are defined in the 
Code shall, when used in the regulations 
under section 1502 have the meaning 
assigned to them by the Code, unless 
specifically otherwise defined. 

(g) Regulated public utility. (1) 
The term “regulated public utility'* 
means a corporation described in sec¬ 
tion 1503 (c). It includes a corporation 
(i) whose operations are an integral 
part of the furnishing or sale of a prod¬ 
uct or service described in such section 
by an interconnected and coordinated 
public utility system or systems and (ii) 
whose rates for furnishing products or 
services to the system or systems are 
established or approved by a regulatory 
body described in section 1503 (c) (1). 
For the purpose of determining whether 
or not 80 percent of the gross income 
of the corporation is from the furnish¬ 
ing or sale of such product or service, 
income received in consideration for the 
product or service described shall in¬ 
clude only income received directly 
therefrom and income from the furnish¬ 
ing or sale of byproducts and residual 
products which are directly necessary 
and incidental to the furnishing of such 
product or service. In determining 
under subdivision (i) of this subpara¬ 
graph whether the operations of a par¬ 
ticular corporation constitute an inte¬ 
gral part of the “furnishing or sale” of 
a product or service described in sec¬ 
tion 1503 (c), the income of a corpora¬ 
tion shall be deemed to be from such 
source only to the extent that it is in con¬ 
sideration for necessary processing of 
either the product described in section 
1503 (c) or the essential facilities used 
in making available to customers such 
product or sendee. 


§ 1.1502-3A Applicability of other pro- 
visions of law. 

Any matter in the determination of 
which the provisions of the regulations 
under section 1502 are not applicable 
shall be determined in accordance witn 
the provisions of the Code or other law 
applicable thereto. 

§§ 1.1502—4A to 1.1502-9A [Reserved! 


I 1.1502-1OA Exercise of privilege. 

(a) When privilege must be exeraxei. 
rhe privilege of making a consoliaa 
eturn under section 1502 for any w 
ible year of an affiliated group must w 
exercised at the time of making tn 
urn of the common parent corpor 
hr such year. For this purpose, tw 
*eturn is considered as made on tn 
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date of such return (including any ex¬ 
tensions of time granted by the Com¬ 
missioner) , regardless of the actual 
previous date of filing. Under no cir¬ 
cumstances can such privilege be exer¬ 
cised at any time thereafter. The filing 
of separate returns for a taxable year 
does not constitute an election binding 
upon the corporation in subsequent 
years. If the privilege is exercised at 
the time of making the return, separate 
returns cannot thereafter be made for 
such year. (See. however, § 1.1502-18A. 
relating to failure to comply with the 
regulations under section 1502.) 

(b) Effect of tentative returns. In no 
case will the privilege under paragraph 

(a) of this section be considered as exer¬ 
cised at the time of making a so-called 
“tentative return" (made, for example, 
in order to obtain an extension of time 
for making the return required by law). 
However, if any such tentative return 
is made upon the basis of a consolidated 
return or a separate return, the return 
required by law must be made upon the 
same basis, unless upon the making of 
the return required by law (either a sep¬ 
arate return or a consolidated return, 
as the case may be) the payments there¬ 
tofore made and to be made are ad¬ 
justed in a manner satisfactory to the 
Commissioner. 

<c) Estimated tax. (1) Except as 
provided in subparagraph (2) of this 
paragraph, the provisions of section 6016 
(relating to declarations of estimated tax 
by corporations) and section 6154 (re¬ 
lating to payments of estimated tax by 
corporations) shall be applicable to the 
several members of an affiliated group 
in the same manner and to the same 
extent as in the case of corporations 
filing separate returns, whether or not 
such affiliated group hies a consolidated 
return. The declaration of estimated 
tax shall be filed and payments shall be 
inade to the district director for the in¬ 
ternal revenue district prescribed for the 
mmg of a separate income tax return in 
* le case of each member of the group 
eqmred to file a declaration of estimated 
jax. it a consolidated return is filed, 
of an y Payments made with 
u t0 tbe consolidated return period 
be i redl ted against the tax liability 
ll e ,5 iated & rou P with respect to the 
consolidated return period. 
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poration for the purpose of determining 
any addition to the tax provided by sec¬ 
tion 6655. 

(3) In any case in which an affiliated 
group has made payments with respect 
to a declaration made on a group basis 
and such group does not file a consoli¬ 
dated return for the taxable year, the 
payments made thereon shall be applied 
against the tax liability of the members 
of the group in a manner satisfactory to 
the Commissioner. 

(4) See § L1502-15A (relating to liabil¬ 
ity for tax* and § 1.1502-49A (relating to 
additions to tax for failure to pay esti¬ 
mated tax). 

§1*1502—11.4 Consoli«lul<*<l return* for 
subsequent years. 

(a) Consolidated returns required for 
subsequent years. If a consolidated re¬ 
turn is made under section 1502 for any 
taxable year, a consolidated return must 
be made for each subsequent taxable 
year during which the affiliated group 
remains in existence unless (1) a cor¬ 
poration (other than a corporation 
created or organized, directly or in¬ 
directly, by a member of the group) 
has become a member of the group 
during such subsequent taxable year, 
or (2) subsequent to the exercise of 
the election to make consolidated re¬ 
turns, subtitle A of the Code to the 
extent applicable to corporations, or the 
regulations under section 1502 which 
have been consented to, have been 
amended and any such amendment is 
of a character which makes substan¬ 
tially less advantageous to affiliated 
groups as a class the continued filing of 
consolidated returns, regardless of the 
effective date of such amendment, or (3) 
the Commissioner, prior to the time of 
making the return, upon application 
made by the common parent corporation 
and for good cause shown, grants per¬ 
mission to change. For the purpose of 
subparagraph (2) of this paragraph, the 
expiration of a provision shall be con¬ 
sidered as an amendment to the Code 
made on the date of such expiration. 

(b) Effect of separate returns when 
consolidated return is required. If the 
making of a consolidated return is re¬ 
quired for any taxable year, the tax lia¬ 
bility of the members of the affiliated 
group shall be computed in the same 
manner as if a consolidated return had 
been made, even though separate re¬ 
turns are made; amounts assessed upon 
the basis of separate returns shall be 
considered as having been assessed upon 
the basis of a consolidated return; and 
amounts paid upon the basis of separate 
returns shall be considered as having 
been paid by the common parent cor¬ 
poration. In such cases the making of 
separate returns shall not be considered 
as the making of a return for the pur¬ 
pose of computing any period of limita¬ 
tion or any deficiency. If a consolidated 
return for such taxable year is there¬ 
after made, such return shall, for the 
purpose of computing periods of limita¬ 
tion and any deficiency, be considered 
as the return for such year. 

(c) When affiliated group remains in 
existence. For the purpose of the reg¬ 
ulations under section 1502, an affiliated 
group shall be considered as remaining 


in existence if the common parent cor¬ 
poration remains as a common parent 
and at least one subsidiary remains af¬ 
filiated with it, whether or not such sub¬ 
sidiary was a member of the group at 
the time the group was formed and 
whether or not one or more corporations 
have become subsidiaries or have ceased 
to be subsidiaries at any time after the 
group was formed. 

(d) When affiliated group terminates. 
For the purpose of the regulations under 
section 1502, an affiliated group shall be 
considered as terminated if the common 
parent corporation ceases to be the com¬ 
mon parent or if there is no subsidiary 
affiliated with it. 

§ 1.1502—12 \ Making <*onsoIi<lute<I re¬ 
turn and filing other forms. 

(a) Consolidated return made by com¬ 
mon parent corporation. A consolidated 
return shall be made on Form 1120 by 
the common parent corporation for the 
affiliated group. Such return shall be 
filed at the time and in the office of the 
district director for the internal revenue 
district prescribed for the filing of a 
separate return by such common parent 
corporation. 

(b) Authorizations and consents. 
Each subsidiary must prepare duplicate 
originals of Form 1122, consenting to 
the regulations under section 1502 and 
authorizing the common parent corpora¬ 
tion to make a consolidated return on its 
behalf for the taxable year and author¬ 
izing the common parent (or, in the 
event of its failure, the Commissioner 
or the district director) to make a con¬ 
solidated return on its behalf (as long 
as it remains a member of the affiliated 
group), for each year thereafter for 
which, under paragraph (a) of § 1.1502- 
1IA, the making of a consolidated return 
is required. One of such forms, as pre¬ 
pared by each subsidiary shall be at¬ 
tached to the consolidated return, as a 
part thereof; and the other shall be filed, 
at or before the time the consolidated 
return is filed, in the office of the district 
director for the internal revenue district 
prescribed for the filing of a separate 
return by such subsidiary. No such con¬ 
sent can be withdrawn or revoked at any 
time after the consolidated return is 
filed. 

(c) Affiliations schedule filed by com¬ 
mon parent corporation. The common 
parent corporation shall prepare Form 
851 (Affiliations Schedule), which shall 
be attached to and made a part of the 
consolidated return. 

(d) Persons qualified to execute re¬ 
turns and forms. Each return or form 
required to be made or prepared by a 
corporation must be executed by the 
person authorized under section 6062 to 
execute returns of separate corporations. 
In cases where receivers or trustees in 
bankruptcy are operating the property 
or business of corporations, each return 
or form required to be made or prepared 
by such corporation must be executed by 
the receiver or trustee, as the case may 
be, pursuant to an order or instructions 
of the court, and be accompanied by a 
copy of such order or instructions. 

(e) Signatures in case subsidiary has 
left affiliated group. Since Form 1122 
is required even though, during the tax- 
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able year of the common parent corpo¬ 
ration. the subsidiary (because of a dis¬ 
solution or sale of stock, or otherwise) 
has ceased to be a member of the affili¬ 
ated group, it may be advisable for the 
common parent to obtain the proper sig¬ 
natures to the form prior to the time the 
subsidiary ceases to be a member of the 
group. 

§ 1.1502-13A Change in affiliated 
group during taxable year. 1 

(a) General rule. Except as herein¬ 
after provided, a consolidated return 
must include the income of the common 
parent corporation and of each subsidi¬ 
ary for the entire taxable year of the 
affiliated group. 

(b) Formation of affiliated group after 
beginning of year. If an affiliated group 
is formed after the beginning of the tax¬ 
able year of the corporation which be¬ 
comes the common parent corporation, 
the consolidated return must include the 
Income of the common parent for its 
entire taxable year (excluding any por¬ 
tion of such year during which its in¬ 
come is included in the consolidated 
return of another affiliated group) and 
the income of each subsidiary from the 
time it became a member of the affiliated 
group. 

(c) Complete termination of affiliated 
group prior to close of taxable year. If 
an affiliated group is terminated prior to 
the close of the taxable year of the group, 
the consolidated return must include the 
Income of the common parent corpora¬ 
tion for its entire taxable year (exclud¬ 
ing any portion of such year during 
which its income is included in the con¬ 
solidated return of another affiliated 
group) and of each subsidiary for the 
period prior to the termination. (See 
paragraphs (c> and <d) of § 1.1502-11A 
in determining whether the group has 
terminated.) 

(d) Addition to affiliated group of a 
subsidiary during year. If a corporation 
becomes a member of the affiliated group 
during the taxable year of the group, 
the consolidated return must include its 
income from the time when it became 
a member of the group. 

(e) Elimination from affiliated group 
of a subsidiary during year . If a subsidi¬ 
ary ceases to be a member of the affili¬ 
ated group during the taxable year of 
the group, the consolidated return must 
include its income for the period during 
which it was a member of the group. 

(f) Period of 30 days or less may be 
disregarded. A subsidiary may at its op¬ 
tion be considered as having been a 
member of the affiliated group during the 
entire taxable year of the group (or dur¬ 
ing the entire period of the existence of 
the subsidiary, whichever is shorter) if 
the period during which it was not a 
member of such group does not exceed 
30 days. If a corporation has been a 
member of the affiliated group for a pe¬ 
riod of less than 31 days during the tax¬ 
able year of the group, it may at its 
option be considered as not having been 

1 This section has no bearing upon the 
question whether a consolidated return may 
or must be made, but relates only to the 
effect of changes In the affiliated group 
during the taxable year. 


a member of the group during the tax¬ 
able year. An option under this para¬ 
graph must be exercised at the time the 
consolidated return is made. 

(g) Separate returns for periods not 
included in consolidated return. If a 
corporation, during its taxable year (de¬ 
termined without regard to the affilia¬ 
tion) . becomes a member of an affiliated 
group, Its income for the portion of such 
taxable year not included in the con¬ 
solidated return of such group must be 
included in a separate return (or, if a 
member of another affiliated group 
which makes a consolidated return for 
such period, then in such consolidated 
return). If a corporation ceases to be a 
member of the affiliated group during 
the taxable year of the group, its income 
for the period after the time when it 
ceased to be a member of the group must 
be included in a separate return (or. if it 
becomes a member of another affiliated 
group which makes a consolidated re¬ 
turn for such period, then in such con¬ 
solidated return). 

(h) Time for making separate returns 
for periods not included in consolidated 
return. (1) (i) If the due date for filing 
a subsidiary’s separate return (deter¬ 
mined without regard to the affiliation 
and without regard to extensions of 
time) precedes the due date for filing 
the consolidated return of the affiliated 
group (determined without regard to 
extensions of time), then, on or before 
the due date of the subsidiary’s separate 
return, it may make a separate return 
either for that portion of its taxable year 
which would not be included in the con¬ 
solidated return, if such return is filed, 
or for its complete taxable year. How¬ 
ever. if a separate return is filed for only 
a portion of its taxable year and the 
group does not elect to make a consoli¬ 
dated return, such subsidiary shall file 
a return for its complete taxable year 
not later than the due date (including 
extensions of time) prescribed for the 
filing of the consolidated return by the 
group. There shall be attached to the 
return for the complete taxable year a 
statement setting forth that such return 
is in lieu of the return previously filed. 
In such case the return previously 
filed for only a portion of its taxable 
year shall not be considered a return 
within the meaning of section 6012. On 
the other hand, if a return is filed for 
the subsidiary’s complete taxable year 
and the group later makes a consolidated 
return, such subsidiary should file an 
amended return not later than the due 
date (including extensions of time) for 
the filing of the consolidated return of 
the group. Such amended return shall 
be for that portion of the taxable year 
which is not included in the consolidated 
return. 

(ii) If the due date for filing a sub¬ 
sidiary’s separate return (determined 
without regard to the affiliation and 
without regard to extensions of time) 
is later than the due date for filing the 
consolidated return of the affiliated 
group (determined without regard to ex¬ 
tensions of time), then the separate re¬ 
turn for that portion of the subsidiary's 
taxable year which is not included in 
the consolidated return of the group 


should be filed no later than the due 
date (including extensions of time) for 
the filing of the consolidated return. 

(2) The provisions of this paragraph 
may be illustrated by the following 
examples: 

Example (I). Corporation P. which re¬ 
ports Its income on a calendar year basis, 
acquires all of the stock of Corporation S 
on January 1, 1959. Corporation S reports 
its income on a fiscal year ending March 31. 
On June 15. 1959, the due date for the filing 
of a separate return by Corporation S, it h 
anticipated that Corporation P will elect, 
on the due date of its return, to file a con¬ 
solidated return for 1959. On June 15. Cor¬ 
poration 8 may file either a return for a 
short taxable year beginning April 1. 1958. 
and ending December 31, 1958, or It may 
file a return for the complete fiscal year 
ending March 31, 1959. If it files a return 
for the short taxable year and Corporation P 
does not elect to file a consolidated return, 
Corporation S must file a return for the 
complete fiscal year ending March 31. 1959, 
in lieu of the return previously filed for the 
short period. Interest is computed on any 
additional tax from June 15. 1959. 

Example (2). Assume the same facts as 
In example (1), except that Corporation P 
acquires all of the stock of Corporation S 
on October 1. 1959, and that Corporation P 
elects to file a consolidated return on March 
15. 1960. the due date of its return. The 
return of Corporation S for the short tax¬ 
able year beginning April 1, 1959, and end¬ 
ing September 30, 1959, should be filed on 
March 15. 1960. 

§ 1.1502-14A Accounting period of an 
affiliated group. 

(a) The taxable year of an affiliated 
group which makes a consolidated return 
shall be the same as the taxable year of 
the common parent corporation; ana. 
except as provided in paragraph (c) of 
this section, upon having elected to file a 
consolidated return, each subsidiary cor¬ 
poration shall, not later than the close 
of the first consolidated taxable year 
ending thereafter, adopt an annual ac¬ 
counting period, fiscal year or calendar 
year as the case may be, in conformity 
with that of the common parent. 

(b) If a change of accounting period 
is necessary in order to conform the ac¬ 
counting periods of the common parefij 
and of its subsidiaries. Form 1128 shall 
be submitted at or before the time or fil¬ 
ing the consolidated return for the tax¬ 
able year in which the subsidiary na 
first adopted the parent corporations 
annual accoimting period. 

(c) If the common parent corporation 
of an affiliated group has a fiscal year 
accounting period and any member a 
the group is an includible ifistmafice 
company required by section 843 to 
its return on a calendar year, the n 
consolidated return which includes s 
insurance company may be filed on 
basis of the fiscal year accounting penou 
of the common parent, provided, n 
ever, the common parent and the o 
includible corporations change to a w 
endar year basis effective unmediatei 
after the close of such fiscal year, 
this purpose, Form 1128 shall be 
mitted at or before the time sue i * 
consolidated return is filed. 

(d) With respect to computations 
years involved in the change to i 
solidated basis, see § 1.1502-32A. 







RULES AND REGULATIONS 


11821 


§1.1502-1 5 A Liability for tax. 


(a' Several liability of members of af- 
filiated group- Except as provided in 
paragraphs (b) and (c) of this section, 
the common parent corporation and 
each subsidiary, a member of the affili¬ 
ated group during any part of a consoli¬ 
dated return period, shall be severally 
liable for the tax (including any defi¬ 
ciency in respect thereof) computed as 
provided in § 1.1502-30A, and for any ad¬ 
dition to the tax computed as provided in 
§ 1.1502-49A for underpayment of esti¬ 
mated tax for the consolidated'return 
period. 

(b) Liability of a corporation in bank- 
ruptcy or receivership. If, at the time of 
filing a consolidated return, one or more, 
but not all, of the members of the affiili- 
ated group are in bankruptcy under the 
laws of the United States or in receiver¬ 
ship in any court of the United States 
or of any State, Territory, or the District 
of Columbia, then the liability under 
paragraph (a) of this section of each 
such member of the group with respect 
to the period covered by such return 
shall not exceed such portion of the con¬ 
solidated tax liability for such period 
as the several corporations included in 
the consolidated return may, subject to 
the approval of the Commissioner, agree 
upon, or, in the absence of such an 
agreement, an amount equal to its liabil¬ 
ity for such year computed as if a sepa¬ 
rate return had been filed. 

(c) Liability of subsidiary after with¬ 
drawal. If a subsidiary has ceased to be 
a member of the affiliated group, its 
liability under paragraph (a) of this sec¬ 
tion shall remain unchanged, except 
that if such cessation occurred prior to 
the date upon which any deficiency is as¬ 
sessed and resulted from a bona fide 
sale of stock for fair value, the Commis¬ 
sioner may, if he believes that the as¬ 


sessment or collection of the balance 
of the deficiency will not be jeopardized, 
niake assessment and collection of such 
deficiency from such former subsidiary 
in an amount not exceeding the portion 
thereof allocabl* to it upon the bases 
or income used in the computations, re¬ 
spectively, of the normal tax, the surtax, 
w *? ny other tex imposed by chapter 
1 Code included in su ch deficiency. 

a) Effect of intercompany agree- 
"jenrs. Any agreement entered into by 
one or more members of the affiliated 
e oup with any other members of such 
or ^ with a uy other person shall in 
UoK?^f e have the effect of reducing the 
uaomty prescribed under this section. 
fpntL °f transferee not af- 

sirwfn section shall not be con- 
anv uJ^^^uishlng or diminishing 
t»Jf! bilIty -. at law or in equity, of a 
lncl * ree of Property of a taxpayer, 
sion a# 1 ? any under any provi- 

to state or Federal, relating 

soluHn^ tes . pursuant corporate dis- 
aJlti ,u 0r tranafep or distribution of 
a mm4r Whetlier or not ^ connection with 
a mer ^ er or consolidation. 


* 02 Common parent carporn- 

“m agent for subsidiaries. 

°* agenc V o/ common parent 
erauh* fK ?' Except as Provided in para- 
Phs (b) and (c) of this section, the 


common parent corporation shall be for 
all purposes (other than the making of 
the subsidiary consent required by para¬ 
graph (b) of § 1.1502-12A) in respect of 
the tax for the taxable year for which a 
consolidated return is made or is re¬ 
quired, the sole agent, duly authorized to 
act in its own name in all matters relat¬ 
ing to such tax, for each corporation 
which during any part of such year was 
a member of the affiliated group. The 
corporations, other than the common 
parent, shall not have authority to act 
for or to represent themselves in any 
such matter. For example, all corre¬ 
spondence will be carried on directly 
with the common parent; notices of 
deficiencies will be mailed only to the 
common parent, and the mailing to the 
common parent shall be considered as 
a mailing to each such corporation; 
notice and demand for payment of 
taxes will be given only to the common 
parent, and such notice and demand 
shall be considered as a notice and de¬ 
mand to each such corporation; the 
common parent will file petitions and 
conduct proceedings before the Tax 
Court of the United States, and any 
such petition shall be considered as 
having also been filed by each such cor¬ 
poration; the common parent will file 
claims for refund or credit; refunds will 
be made directly to and in the name of 
the common parent and will discharge 
any liability of the Government in re¬ 
spect thereof to any such corporation; 
and the common parent in its name will 
give waivers, give bonds, and execute 
closing agreements, offers in compro¬ 
mise. and all other documents, and any 
waiver or bond so given, or agreement, 
offer in compromise, or any other docu¬ 
ment so executed, shall be considered as 
having also been given or executed by 
each such corporation. Notwithstand¬ 
ing the provisions of this paragraph, 
however, any notice of deficiency, in 
respect of the tax for a consolidated 
return period, will name each corpora¬ 
tion which was a member of the affili¬ 
ated group during any part of such pe¬ 
riod, and any assessment (whether of 
the original tax or of a deficiency) will 
be made in the name of each such cor¬ 
poration (but a failure to include the 
name of any such corporation will not 
affect the validity of the notice of de¬ 
ficiency or the assessment as to the other 
corporations); any notice and demand 
for payment will name each corporation 
which was a member of the affiliated 
group during any part of such period 
(but a failure to include the name of any 
such corporation will not affect the 
validity of the notice and demand as to 
the other corporations); and any levy 
(or warrant or notice in respect thereof), 
any notice of a lien, or any other pro¬ 
ceeding to collect the amount of any 
assessment, after the assessment has 
been made, will name the corporation 
from which such collection is to be 
made. The provisions of this paragraph 
shall apply whether or not a consoli¬ 
dated return is made for any subse¬ 
quent year, and whether or not one or 
more subsidiaries have become or have 
ceased to be members of the group at 
any time. Notwithstanding the provi¬ 


sions of this paragraph, the Commis¬ 
sioner may, if he deems it advisable, deal 
directly with any member of the group 
in respect of its ability, in which event 
such member shall have full authority 
to act for itself. 

(b) Effect of withdrawal of subsidiary. 
For the purpose of the assertion, assess¬ 
ment. and collection of any deficiency, 
and of a credit or refund of any amount 
paid by a former subsidiary as a defi¬ 
ciency determined under paragraph (c) 
of § 1.1502-15A, but for no other pur¬ 
pose, the agency of the common parent 
corporation in respect of any subsidi¬ 
ary which has ceased to be a member 
of the affiliated group shall be termi¬ 
nated upon the expiration of 30 days 
(or prior thereto if the Commissioner 
consents) from the date upon which 
such subsidiary files written notice with 
the Commissioner that it has ceased 
to be a member of the affiliated group 
and that it is terminating such agency. 
For example, if a subsidiary has ceased 
to be a member of the group (and if 
the 30-day period has expired) prior 
to the mailing of a notice of deficiency 
to the common parent, a separate no¬ 
tice of deficiency will be mailed in due 
course to the subsidiary in respect of 
its deficiency if it becomes necessary to 
enforce its liability. 

(c) Effect of dissolution of common 
parent corporation. If the common 
parent corporation contemplates dissolu¬ 
tion, or is about to be dissolved, or if for 
any other reason its existence is about to 
terminate, it shall forthwith notify the 
Commissioner of such fact and designate, 
subject to the approval of the Commis¬ 
sioner, another member of the affiliated 
group to act as agent in its place to the 
same extent and subject to the same con¬ 
ditions and limitations as are applicable 
to the common parent. If the notice 
thus required is not given by the com¬ 
mon parent, the remaining members of 
the group may, subject to the approval 
of the Commissioner, designate another 
member of the group to act as such 
agent, and notice of such designation 
shall be given to the Commissioner. 
Until a notice in writing designating a 
new agent has been received by the Com¬ 
missioner, any notice of deficiency or 
other communication mailed to the com¬ 
mon parent shall be considered as having 
been properly mailed to the agent of the 
group; or, if the Commissioner has rea¬ 
son to believe that the existence of the 
common parent has terminated, he may, 
if he deems it advisable, deal directly 
with any member of the group in respect 
of its liability. 

§ 1.1502—17A Waivers. 

(a) Effect of waiver given by com¬ 
mon parent corporation. Any consent 
given by the common parent corpora¬ 
tion (or by an agent in accordance 
with paragraph (c) of § 1.1502-16A) ex¬ 
tending the time within which an assess¬ 
ment may be made or levy or proceeding 
in court begun, in respect of the tax for 
a consolidated return period, shall be 
applicable (1) to each corporation which 
was a member of the affiliated group 
during any part of such period (whether 
or not any such corporation has ceased 
to be a member of the group), and (2) 
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to each corporation the income of which 
was included in the consolidated return, 
or which filed Form 1122, for such 
period, even though it is subsequently 
determined that such corporation was 
not a member of the group. 

(b) Acceptance of waivers from com¬ 
mon parent corporation and alleged sub¬ 
sidiary . In no case will a separate waiver 
be accepted from a corporation the in¬ 
come of which was Included in the con¬ 
solidated return (for example, a corpo¬ 
ration which the Commissioner deter¬ 
mines was not a member of the affiliated 
group), or which filed Form 1122, unless 
a waiver is also obtained from the com¬ 
mon parent, or unless the Commissioner 
is dealing directly with such corporation 
to enforce its liability. 

§ 1.1502-18A Failure to comply with 
regulations. 

(a) Exclusion of a subsidiary from 
consolidated return. If there has been 
a failure to include in the consolidated 
return the income of any subsidiary, 
or a failure to file any of the forms 
required by these regulations, notice 
thereof shall be given the common par¬ 
ent corporation by the Commissioner, 
and the tax liability of each member of 
the affiliated group shall be determined 
on the basis of separate returns unless 
such income Is included or such forms 
are filed within the period prescribed in 
such notice, or any extension thereof, or 
unless under § 1.1502-11 A a consolidated 
return is required for such year. 

(b) Common parent corporation in¬ 
correctly designated in consolidated re¬ 
turn. If a consolidated return includes 
a corporation as the common parent 
and such corporation was not (under 
the provisions of section 1502). the com¬ 
mon parent, the tax liability of each 
corporation included in the return will 
be computed in the same manner as If 
separate returns had been made, unless, 
upon application, the Commissioner ap¬ 
proves the making of a consolidated re¬ 
turn, or unless under § 1.1502-11 A a con¬ 
solidated return is required for such 
year. 

(c) Inclusion of one or more subsidi¬ 
aries not members of affiliated group . If 
a consolidated return includes a corpo¬ 
ration as a subsidiary and such corpora¬ 
tion was not a member of the affiliated 
group during the consolidated return 
period, the tax liability of such corpora¬ 
tion will be determined upon the basis of 
a separate return (but see paragraph (a) 
of this section), and the consolidated 
return shall be considered as including 
only the corporations which were mem¬ 
bers of the group during such period. If 
the consolidated return includes two or 
more corporations which are not mem¬ 
bers of the group but which constitute a 
separate affiliated group, the tax liability 
of the corporations constituting the sep¬ 
arate group will be computed in the same 
manner as if separate returns had been 
made by such corporations, unless the 
Commissioner, upon application, ap¬ 
proves the making of a consolidated re¬ 
turn for the separate group, or unless 
under § 1.1502-11 A a consolidated return 
is required for the separate group. 

(d) Effect of authorization and con¬ 
sent filed pursuant to notice. If Form 


1122 is filed by any corporation, pursu¬ 
ant to a notice under paragraph (a) 
of this section, such corporation shall be 
considered for all purposes as having 
joined in the making of the consolidated 
return. 

(e) Allocation of payments in the 
event of change by one or more corpo¬ 
rations to separate returns. In any case 
in which amounts have been assessed 
and paid upon the basis of a consol¬ 
idated return and the tax liability of 
one or more of the corporations included 
in the consolidated return is to be com¬ 
puted in the same manner as if sep¬ 
arate returns had been made, the 
amounts so paid shall be allocated be¬ 
tween the affiliated group composed of 
the corporations properly included in 
the consolidated return and each of the 
corporations the tax liability of which 
is to be computed on a separate basis, 
in such manner as the corporations in¬ 
cluded in the consolidated return may, 
subject to the approval of the Commis¬ 
sioner, agree upon, or, in the absence 
of an agreement, upon the bases used 
in the respective computations of the 
normal tax. the surtax and any other 
tax imposed by chapter 1 of the Code, 
as shown upon the consolidated return. 

§ 1.1502—19A Tentative carryback ad¬ 
justments. 

(a) Groups with constant member¬ 
ship; consolidated returns only. In the 
case of an affiliated group the member¬ 
ship of which remains unchanged and 
for which consolidated returns are made 
or are required for the taxable years in¬ 
volved, any statement filed under section 
6164 with respect to an expected carry¬ 
back and any application for a tentative 
carryback adjustment filed under section 
6411 shall be filed by the common parent 
corporation and shall disclose all mate¬ 
rial facts and circumstances relating to 
the group as a whole. Such statement or 
application shall be filed on the appro¬ 
priate form prescribed for such purpose. 
Form 1138 or Form 1139, as the case may 
be. Any refunds allowable under any 
such application will be made directly 
to and in the name of the common par¬ 
ent. The making of any such refund will 
discharge any liability of the Govern¬ 
ment in respect thereof to the several 
affiliated corporations. The common 
parent corporation and its several sub¬ 
sidiaries shall be severally liable for any 
amounts assessed pursuant to section 
6213(b)(2), together with any interest 
or penalty assessed In connection there¬ 
with. 

(b) Groups with changing member¬ 
ship; cases involving a separate return 
period. (1) The membership of an 
affiliated group may change during a 
taxable year for which a net operating 
loss arises, or in the preceding taxable 
year affected by such net loss. Or an 
affiliated group making a consolidated 
return for the year of such net loss may 
have made separate returns for the pre¬ 
ceding year; or a group making separate 
returns for the year of the net loss may 
have made a consolidated return for the 
preceding year. In any such case, the 
statement provided for in section 6164 
and the application for the tentative 
carryback adjustment provided for in 


section 6411 shall be a joint statement 
or application concurred in and exe¬ 
cuted by each corporation which was 
a member of the group at any time 
during either of the taxable years in¬ 
volved in the deferment or adjustment 
sought. The time for the payment of 
taxes shall be extended under section 
6164 and the adjustment provided for 
in section 6411 shall be made only in 
accordance with an agreement of the 
several corporations involved to be made 
a part of such statement or application. 
Any refund allowable under any such 
application with respect to a consoli¬ 
dated return period will be made directly 
to and In the name of the common par¬ 
ent corporation, and the making of any 
such refund will discharge any liability 
of the Government in respect thereof to 
the several affiliated corporations. The 
common parent corporation and its sev¬ 
eral subsidiaries shall be severally liable 
for any amounts assessed pursuant to 
section 6213 (b) (2), together with any 
interest or penalty assessed in connec¬ 
tion therewith. 

(2) In the absence of an agreement 
between the several corporations, or in 
the event of their failure to set forth the 
provisions of such an agreement as a 
part of their statement or application, no 
extension of time for the payment of 
any tax under the provisions of section 
6164 shall be granted, and no tentative 
adjustment shall be made under section 
6411. 

(3) Notwithstanding any agreement 
between the several affiliated corpora¬ 
tions. no tentative adjustment shall be 
made with respect to either a consoli¬ 
dated or a separate return period in 
disregard of the several liability of the 
several corporations with respect to any 
taxable year for which a consolidated 
return was made or was required. 

§§ 1.1502-20A to 1.1502—29A [Reserved] 


§ 1.1502—30A Computation of lax. 

(a) General rule. In the case of an 
affiliated group which makes, or is re¬ 
quired to make, a consolidated return for 
any taxable year, the tax liability of each 
corporation for the period during suen 
year that it was a member of such group 
shall be computed, subject to the pro¬ 
visions of paragraph (b) of this section, 
upon the consolidated taxable income 
and the consolidated taxable income plus 
the aggregate of the deductions of tne 
several affiliated corporations 
under section 242, or, in the case of ti 
taxes imposed by section 531, section o 
(except as provided in paragraph (d) < 
of this section), and section 802, upon 
the consolidated accumulated tax* 
income, the consolidated undistributed 
personal holding company income, tne 
consolidated life insurance company 
taxable income, the consolidated h* e 
surance company taxable income P 
the aggregate of the deductions of W 
several affiliated corporations aUowam 
under section 242. or the consoUctow 
1954 life insurance company taxable j i 
come, as the case may be, d ^rmi ned 
each case in accordance with tne r s 
lations under section 1502. In th 
of an affiliated group realizing lo^ 
term capital gains and computing iU 






under the alternative tax provisions of 
section 1201, the tax shall be computed 
with reference to the consolidated tax¬ 
able income, and the excess of the con¬ 
solidated net long-term capital gain over 
the consolidated net short-term capital 
loss. The tax imposed under section 11 

(c) or section 831 shall be increased for 
any taxable year for which an affiliated 
group makes or is required to make a 
consolidated return by 2 percent of the 
consolidated taxable income (computed 
without regard to the deduction, if any, 
provided in section 242 for partially tax- 
exempt interest). 

(b) Special rules. The general rule 
prescribed in paragraph (a) of this sec¬ 
tion is subject to the following special 
rules: 

(1) In the case of Western Hemi¬ 
sphere trade corporations and regulated 
public utilities. If the affiliated group 
filing a consolidated return includes a 
Western Hemisphere trade corporation, 
as defined in section 921, or a regulated 
public utility, as defined in section 1503 
and paragraph (g) of § 1.1502-2A, the in¬ 
crease of 2 percent provided in section 
1503(a) in the corporation surtax rate 
shall be applied only on that portion of 
the consolidated taxable income attrib¬ 
utable to the members of the group other 
than the Western Hemisphere trade cor¬ 
poration or the regulated public utility 
without any increase with respect to any 
partially tax-exempt interest of such 
Western Hemisphere trade corporation 
or such regulated public utility. 

(2) In case of mutual savings banks 
conducting life insurance business . If 
the parent corporation of an affiliated 
group Is a mutual savings bank which, if 
a separate return were filed, would be 

ec ^ ttie a lternative tax of section 
594 (a) (relating to a mutual savings 
oank conducting a life insurance busi- 
“J 8 ?** ^ Provisions of section 594 (a) 
snail apply to such group and the alter¬ 
native tax of such group under section 
? > sba ** be computed with reference 

w>theconsolidated taxable income of the 
sroup attributable to such parent corpo¬ 
ral 011 determined without regard to any 
m^L of gross in come or deductions 
P operly allocable to the business of the 
* rance de P a rtment, and with ref- 
t0 the income of such life insur- 
nrmri departrne nt determined under the 
Darlrn^ 11 ? ?! secti °n 594 (a) (2) and 
**??? ( b> of § 1.1502-31A. 

inn ^ in methods of account - 

of tho a 2£, case 111 which a member 
method ? fflliated group changes its 
chan£? accounting, if the year of the 
dated a year for which a consoli- 
be* fii«rif Urn J s filed <or is required to 
section d dii a ?u the requirements of 

(b) are m et, then the tax 
to the )ll Pfcer 1 °* the Code attributable 
income con solidated taxable 

$1 l? 0 o_ 44 A U by P ara &raph (c) of 
tax und^M sha11 not be neater than the 
ing prov^i laP l er * (or the c °rrespond- 
result if fhl ns ° f P rior law) whlch would 
were annii!^^ 0 ^ 0118 of action 481(b) 
to makA ?u t0 the cor P°ration required 
method hnf *i.t_ change 111 accounting 
determined Wlth the taxes for an y year 
^ J he ba6is of tha regula- 

lmder action 1502 (or prior con- 
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solidated returns regulations) if the 
income of such corporation was included 
in a consolidated return for such year, 
or on the basis of a separate return, if 
the income of such corporation was re¬ 
ported in a separate return for such year. 

(4) Personal holding companies. In 
the case of an affiliated group which 
makes or is required to make a consoli¬ 
dated return for any taxable year, the 
tax liability of each corporation for the 
period during such year that it was a 
member of such group shall not be com¬ 
puted in the case of the tax imposed by 
section 541 upon the consolidated un¬ 
distributed personal holding company 
income if: 

(i) The affiliated group is an ineli¬ 
gible affiliated group as defined in section 
542 (b) (2), 

(ii) The affiliated group includes as 
a member (including the common parent 
corporation) an excluded corporation 
within the meaning of section 542 (c), 

(iii) The consolidated personal hold¬ 
ing company income is less than 80 per¬ 
cent of the consolidated section 542 
gross income, or 

(iv) At no time during the last half 
of the taxable year more than 50 percent 
in value of the outstanding stock of the 
parent corporation was owned directly 
or indirectly by or for not more than 5 
individuals within the meaning of sec¬ 
tion 542 (a) (2). 

If the tax liability of each corporation 
under section 541 is not computed upon 
the consolidated undistributed personal 
holding company income solely by reason 
of the application of subdivision (iii) or 
(iv) of this subparagraph (or both), no 
member of the affiliated group shall be 
subject to the tax under section 541 for 
such year or part thereof that it was a 
member of the affiliated group. If the tax 
liability of each corporation under sec¬ 
tion 541 is not computed upon the con¬ 
solidated undistributed personal holding 
company income by reason of the appli¬ 
cation of subdivision (i) or (ii) of this 
subparagraph (whether or not subdivi¬ 
sion (iii) or (iv) of this subparagraph, or 
both, are applicable), then such liabil¬ 
ity shall be computed by reference to the 
tax liability of the several members of 
the affiliated group which are personal 
holding companies within the meaning 
of section 542(a) in the same manner 
as if such corporations had filed separate 
returns except that paragraph (b) (1) (i) 
of § 1.1502-31 A shall be applicable (ex¬ 
cept with respect to dividends received 
from other members of the group) in the 
computation of gross income, personal 
holding company income, and undis¬ 
tributed personal holding company in¬ 
come, and section 562(d) shall be appli¬ 
cable in the computation of dividends 
paid. 

§ 1.1502—31. V Ba>iis of lux computa¬ 
tion. 

In the case of an affiliated group of 
corporations which makes, or is required 
to make a consolidated return for any 
taxable year, and except as otherwise 
provided in the regulations under section 
1502, the tax liability determined under 
§ 1.1502-30A shall be determined subject 
to the definitions and rules of computa- 
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tion set forth in paragraphs (a) and (b) 
of this section. 

(a) Definitions —(1) Consolidated 
taxable income. The consolidated tax¬ 
able income shall be the combined tax¬ 
able income of the several affiliated cor¬ 
porations: 

(i) Minus the sum of: 

(a) Any consolidated net operating 
loss deduction, 

(b) Any consolidated section 1231 net 
loss, relating to net losses from involun¬ 
tary conversions subject to section 1231, 
and from sales or exchanges of property 
subject to section 1231. 

(c) Any consolidated charitable con¬ 
tribution deduction, but not in excess 
of 5 percent of the consolidated taxable 
income computed without regard to such 
consolidated charitable contribution de¬ 
duction, any deductions under part VIII 
(section 241 and following, except section 
248), subchapter B. chapter 1 of the 
Code, any consolidated net operating loss 
carrybacks, and any deduction under 
section 922 (special deduction for West¬ 
ern Hemisphere trade corporations), 

(d) Any consolidated dividends re¬ 
ceived deduction, 

(e) Any consolidated section 922 de¬ 
duction, 

(/) Any consolidated section 175 de¬ 
duction, but not in excess of 25 percent 
of the consolidated section 175 gross in¬ 
come, 

(fir) Any consolidated section 247 de¬ 
duction, 

GO Any consolidated section 582(c) 
net loss, and 

(z) [Reserved] 

( 1 ) Any consolidated section 181 de¬ 
duction. 

(ii) Plus any consolidated net capital 
gain, or 

(iii) Minus, in the case of an affiliated 
group including as members one or more 
corporations subject to the tax imposed 
by section 831, the combined additional 
capital loss deductions of such corpora¬ 
tions authorized by section 832 (c) (5) 
(but in an amount not in excess of the 
consolidated net capital loss). 

(2) Consolidated net operating loss 
deduction. The consolidated net op¬ 
erating loss deduction shall be an amount 
equal to the aggregate of the consoli¬ 
dated net operating loss carryovers and 
of the consolidated net operating loss 
carrybacks to the taxable year. 

(3) Consolidated net operating loss 
carryovers . (i) The consolidated net 
operating loss carryovers to the taxable 
year shall consist of— 

(a) The consolidated net operating 
losses, if any. for the five preceding tax¬ 
able years (and the consolidated net 
operating losses, if any, for the sixth 
and seventh preceding taxable years 
(not including as a sixth or seventh) 
preceding taxable year any taxable year 
ending on or before December 31. 1955) 
to the extent attributable to members of 
the affiliated group which are, and were 
in the taxable year in which the loss 
originated, regulated transportation 
corporations as defined in section 
172(j) (1)), but only to the extent that 
the consolidated net operating loss for 
any such preceding taxable year was not 
attributable to a corporation making a 
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separate return or joining in a con¬ 
solidated return filed by another affili¬ 
ated group for the taxable year and was 
not absorbed as a carryover or carry¬ 
back for preceding or intervening tax¬ 
able years, 

and, with respect to a net operating loss 
sustained by a corporation in a taxable 
year for which a separate return was 
filed, or for which such corporation 
joined in a consolidated return filed by 
another affiliated group, but subject to 
the limitation prescribed in paragraph 
(b) (3) of this section. 

(b) The amount of the net operating 
losses, if any, of such corporation for the 
five preceding taxable years (and the 
net operating losses, if any, for the sixth 
and seventh preceding taxable years 
(not including as a sixth or seventh 
preceding taxable year any taxable year 
ending on or before December 31, 1955) 
if such corporation is, and was in the 
taxable year in which the loss was sus¬ 
tained, a regulated transportation 
corporation as defined in section 172(j) 
(1)), to the extent that the net operat¬ 
ing loss for any such preceding taxable 
year was not absorbed as a carryover or 
carryback for preceding or intervening 
taxable years. 

(11) For purposes of subdivision (i) of 
this subparagraph, there shall not be 
included as a fifth preceding taxable year 
any taxable year beginning prior to 
1950, unless such preceding taxable year 
began in 1949 and ended in 1950, and 
unless all members of the group for such 
preceding taxable year (or the corpora¬ 
tion filing a separate return or joining 
In a consolidated return filed by another 
affiliated group) commenced business in 
1949; and in such case the amount of 
the consolidated net operating loss (or 
net operating loss) for such fifth year 
shall not be treated as a carryover 
except to the extent that such loss Is 
allocable to 1950. 

(ill) For purposes of this section, a 
net operating loss attributable to a 
regulated transportation corporation 
shall not be a net operating loss carry¬ 
over to the sixth taxable year following 
the year in which the loss originated un¬ 
less, for such sixth taxable year, the 
corporation to which the loss is attribut¬ 
able is a regulated transportation corpo¬ 
ration; and shall not be a carryover to 
the seventh taxable year following the 
year in which the loss originated unless 
for both such sixth and seventh years the 
corporation to which the loss is attribut¬ 
able is such a regulated transportation 
corporation. 

(iv) In the case of a net operating loss 
for a taxable year beginning in 1955 and 
ending in 1956, attributable to a regu¬ 
lated transportation corporation, the 
amount of such loss which may be car¬ 
ried to— 

(a) The sixth taxable year following 
the loss year shall be the amount which 
bears the same ratio to the amount which 
would (without regard to the limitation 
prescribed in paragraph (b)(3) of this 
section for such sixth taxable year) be 
carried to such sixth taxable year as the 
number of days in the loss year after 
December 31, 1955, bears to the total 
number of days in the loss year, and 


(b) The seventh taxable year following 
the loss year shall be the amount which 
bears the same ratio to the amount which 
would (without regard to the limitation 
prescribed in paragraph (b)(3) of this 
section for such seventh taxable year) 
be carried to such seventh taxable year 
as the number of days in the loss year 
after December 31,1955, bears to the total 
number of days in the loss year. 

The amounts determined under (a) and 
(b) of this subdivision shall be subject 
to the limitation prescribed in paragraph 
(b) (3) of this section. 

(v) See paragraph (b) (21) of this sec¬ 
tion in any case in which a member of 
the group is an acquiring corporation in 
a transaction described in section 381(a) 
or any member of the group is subject 
to the limitations provided in section 382. 

(4) Consolidated net operating loss 
carrybacks, (i) The consolidated net 
operating loss carrybacks to the taxable 
year with respect to net operating losses 
sustained in taxable years ending after 
December 31,1957, shall consist of— 

(a) The amount of the consolidated 
net operating loss, if any, for the first 
succeeding taxable year (to the extent 
not attributable to a corporation making 
a separate return or joining in a consoli¬ 
dated return filed by another affiliated 
group for the taxable year) reduced to 
the extent absorbed as a carryback, con¬ 
solidated or separate, as the case may be, 
for the first two preceding taxable years 
(and for the third and fourth preceding 
years with respect to that portion of the 
consolidated net operating loss attribut¬ 
able to the net operating losses of mem¬ 
bers for which certifications have been 
issued under section 317 of the Trade 
Expansion Act of 1962 and with respect 
to which the requirements of section 
172(b)(3)(A) have been met), 

(b) The amount of the consolidated 
net operating loss, if any, for the second 
succeeding taxable year (to the extent 
not attributable to a corporation making 
a separate return or joining in a con¬ 
solidated return filed by another affili¬ 
ated group for the taxable year) reduced 
to the extent absorbed as a carryback, 
consolidated or separate, as the case may 
be, for the first preceding taxable year 
(and for the second and third preceding 
years with respect to that portion of the 
consolidated net operating loss attrib¬ 
utable to the net operating losses of 
members for which certifications have 
been issued under section 317 of the 
Trade Expansion Act of 1962 and with 
respect to which the requirements of 
section 172(b) (3) (A) have been met), 

(c) The amount of the consolidated 
net operating loss, if any, for the third 
succeeding taxable year (to the extent 
not attributable to a corporation mak¬ 
ing a separate return or joining in a con¬ 
solidated return filed by another affili¬ 
ated group) reduced to the extent 
absorbed as a carryback, consolidated or 
separate, as the case may be, for the 
first two preceding taxable years with re¬ 
spect to that portion of the consolidated 
net operating loss attributable to the net 
operating losses of members for which 
certifications have been Issued under sec¬ 
tion 317 of the Trade Expansion Act of 
1962 and with respect to which the re¬ 


quirements of section 172(b) (3) (A) have 
been met, 

(d) That portion of the consolidated 
net operating loss for the fourth suc¬ 
ceeding taxable year which is attribu¬ 
table to the net operating losses of 
members for which certifications have 
been issued under section 317 of the 
Trade Expansion Act of 1962 and with 
respect to which the requirements of 
section 172(b) (3) (A) have been met (to 
the extent not attributable to a corpora¬ 
tion making a separate return or joining 
in a consolidated return filed by another 
affiliated group for the taxable year), 
reduced to the extent absorbed as a car¬ 
ryback, consolidated or separate, as the 
case may be, for the first preceding tax¬ 
able year. 

(e) That portion of the consolidated 
net operating loss for the fifth succeed¬ 
ing taxable year which is attributable to 
the net operating losses of members for 
which certifications have been issued un¬ 
der section 317 of the Trade Expansion 
Act of 1962 and with respect to which the 
requirements of section 172(b)(3)(A) 
have been met (to the extent not attribu¬ 
table to a corporation making a separate 
return or joining in a consolidated re¬ 
turn filed by another affiliated group for 
the taxable year), 


and, with respect to a net operating loss 
sustained by a corporation which, for 
any of the five succeeding taxable years, 
files a separate return or joins in a con¬ 
solidated return filed by another affiliated 
group, but subject to the limitation pre¬ 
scribed in paragraph (b) (3) of this 
section, 

(/) The amount of the net operating 
loss, if any, sustained by such corpora¬ 
tion for the first succeeding taxable 
year, reduced to the extent absorbed in 
a separate return (or in a consolidated 
return) for the first two preceding tax¬ 
able years (and for the third and fourth 
preceding taxable years if a certification 
of such loss has been issued under section 
317 of the Trade Expansion Act of 1962, 
and the requirements of section 172(b) 
(3) (A) have been met), 

( g ) The amount of the net operating 
loss, if any, sustained by such corpora* 
tlon for the second succeeding taxable 
year, reduced to the extent absorbed m 
a separate return (or in a consolldatea 
return) for the first preceding taxable 
year (and for the second and third pre¬ 
ceding taxable years if a certificate 
of such loss has been issued under sec¬ 
tion 317 of the Trade Expansion Act oi 
1962, and the requirements of section 
172(b) (3) (A) have been met). 

Ui) The amount of the net operating 
loss, if any. sustained by such corporaUon 
for the third succeeding taxable yeah 
reduced to the extent absorbed to a *P 
arate return (or In a consolidated re 
turn) for the first and second precemw 

taxable years if a certification ^ 

loss has been Issued under section 3^ 
of the Trade Expansion Act of 
the requirements of section 1 - 
(A) have been met, 

(i) [Reserved! crating 

(1) The amount of the net opera** 
loss, If any, sustained by such co r 
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tion for the fourth succeeding taxable 
year (but only if a certification of such 
loss for such year has been Issued under 
section 317 of the Trade Expansion Act 
of 1962, and the requirements of section 
172(b)(3)(A) have been met), reduced 
to the extent absorbed in a separate re¬ 
turn (or in a consolidated return) for 
the first preceding taxable year, and 
(fc) The amount of the net operating 
loss, if any, sustained by such corpora¬ 
tion for the fifth succeeding taxable 
year (but only if a certification of such 
loss for such year has been issued under 
section 317 of the Trade Expansion Act 
of 1962, and the requirements of section 
172(b)(3)(A) have been met). 

If the taxable year in which the net op¬ 
erating loss or consolidated net operat¬ 
ing loss was sustained is a year beginning 
in 1957 and ending in 1958, the carry¬ 
back is subject to section 172 (i) or par¬ 
agraph (b) (4) (v) of this section, re¬ 
spectively. See also paragraph (b) (21) 
of this section in any case in which a 
member of the group is an acquiring cor¬ 
poration in a transaction described in 
section 381(a), or any member of the 
group is subject to the limitations pro¬ 
vided in section 382. 

<ii> The consolidated net operating 
loss carrybacks to the taxable year with 
respect to net operating losses sustained 
in taxable years ending before January 
1,1958, shall consist of— 

(a) The amount of the consolidated 
net operating loss, if any, for the first 
succeeding taxable year (to the extent 
not attributable to a corporation mak¬ 
ing a separate return or joining in a 
consolidated return filed by another 
affiliated group for the taxable year) re¬ 
duced to the extent absorbed as a carry¬ 
back, consolidated or separate, as the 
case may be, for the first preceding tax¬ 
able year; 

<b) The amount of the consolidated 
net operating loss, if any, for the second 
succeeding taxable year to the extent 
not attributable to those corporations 
making separate returns in the taxable 
year; 


and, with respect to a net operating loss 
seined by a corporation which, for 
cither of the two succeeding taxable 
years, files a separate return or joins 
1 consolidated return filed by another 
mnliated group, but subject to the limita- 
uons prescribed in paragraph (b) (3) 
of this section, 

lAC ( e c) .- The amount of the net operating 
f ss> . {* any . sustained by such corporation 
succeeding taxable year re- 
the extent absorbed by such 
ahk?^ rat on for flrst Preceding tax- 
0r ' ^ income of such corpo¬ 
ra,. 0 /* i 5 included in the consolidated 
year i° T first Preceding taxable 
such *° the extent absorbed by 

such consolidated return; and 
w amoun L of the net operating 
raH * f any » sustained by such corpo- 
year *** toe second succeeding taxable 


scrH^ T eVer - paragraph (b)(21) of this 
of thiV 11 any case in whic h a member 
in a trf^ 0UP an ac< i ui ring corporation 
(a) nr nsac i' ion described in section 38X 
any member of the group is sub- 
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ject to the limitations provided in sec¬ 
tion 382. 

(5) Consolidated net operating loss. 
The consolidated net operating loss shall 
be an amount equal to the excess of the 
sum of: 

(!)• The combined net operating losses 
of the several affiliated corporations hav¬ 
ing net operating losses, 

(ii) The consolidated section 175 de¬ 
duction, but not in excess of 25 percent 
of the consolidated section 175 gross 
income, 

(lii) The consolidated section 181 de¬ 
duction, 

(iv) The consolidated section 1231 net 
loss. 

(v) The aggregate of the deductions 
of the several affiliated corporations un¬ 
der sections 243, 244, and 245 (computed 
without regard to the limitation con¬ 
tained in section 246(b)) and under sec¬ 
tion 247 (computed without regard to 
the limitation of subsection (a)(1)(B) 
of such section), and 

(vi) The consolidated section 582(c) 
net loss, 

over the sum of— 

(vii) The combined taxable income of 
the several affiliated corporations hav¬ 
ing taxable income, computed without 
regard to any deductions under section 
242 (relating to partially tax-exempt in¬ 
terest) , and 

(viii) The consolidated net capital 
gain. 

(6) Consolidated section 1231 net loss. 
The consolidated section 1231 net loss 
shall be the excess oi the aggregate of 
the recognized losses of the character 
described in section 1231 sustained by the 
several affiliated corporations over the 
aggregate of the recognized gains of the 
character described in section 1231 real¬ 
ized by the several affiliated corporations. 

(7) Consolidated charitable contribu¬ 
tion deduction. The consolidated chari¬ 
table contribution deduction shall be the 
aggregate of the amount of the deduc¬ 
tions of the several affiliated corpora¬ 
tions allowable under section 170 for the 
taxable year (determined without regard 
to the 5-percent limitation of section 170 
(b) (2)) and an amount equal to the ag¬ 
gregate of the consolidated cliaritable 
contribution carryovers to the taxable 
year. 

(8) Consolidated charitable contri¬ 
bution carryovers. The consolidated 
charitable contribution carryovers to 
the taxable year shall consist of— 

(i) The excess, if any, of the amount 
of the consolidated charitable contri¬ 
bution deduction (computed without re¬ 
gard to any charitable contribution 
carryovers) for the two preceding tax¬ 
able years over the limitation of sub- 
paragraph (l)(i)(c) of this paragraph 
for such years to the extent that the con¬ 
solidated charitable contribution de¬ 
duction for any such preceding year was 
not attributable to a corporation making 
a separate return, or joining in a con¬ 
solidated return filed by another affili¬ 
ated group, for the taxable year 
reduced by— 

(a) The amount absorbed as a carry¬ 
over by the consolidated or separate 
taxable income for the intervening tax¬ 
able year, and 


(6) The increase in a consolidated or 
separate net operating loss carryover re¬ 
sulting from such excess, 

and, with respect to any excess of 
charitable contributions over the appli¬ 
cable 5-percent limitation of a corpora¬ 
tion in a taxable year for which a 
separate return was filed, or for which 
such corporation joined in a consoli¬ 
dated return filed by another affiliated 
group— 

(ii) The amount of such excesses of 
such corporation for the two preceding 
taxable years reduced by: 

(a) The amount absorbed as a carry¬ 
over by the consolidated or separate tax¬ 
able income for the intervening taxable 
year, and 

(b) The increase in a consolidated or 
separate net operating loss carryover 
resulting from such excess. 

(9) Consolidated net capital gain. 
The consolidated net capital gain shall 
be the excess of the sum of— 

(i) The aggregate of the capital gains 
of the several affiliated corporations, 

(ii) The consolidated section 1231 net 
gain, and 

(iii) The consolidated section 582(c) 
net gain, 

over the sum of— 

(iv) The aggregate of the capital 
losses of such corporations, and 

(v) The aggregate of the consolidated 
net capital loss carryovers to the taxable 
year. 

(10) Consolidated section 1231 net 
gain. The consolidated section 1231 net 
gain shall be the excess of the aggregate 
of the recognized gains of the character 
described in section 1231 realized by the 
several affiliated corporations over the 
aggregate of the recognized losses of the 
character described in section 1231 sus¬ 
tained by the several affiliated corpora¬ 
tions. 

(11) Consolidated net capital loss 
carryover. The consolidated net capi¬ 
tal loss carryovers to the taxable year 
shall consist of: 

(i) The consolidated net capital losses, 
if any, for the 5 preceding taxable years 
to the extent that such losses were not 
attributable to a corporation making a 
separate return, or joining in a consoli¬ 
dated return filed by another affiliated 
group, for the taxable year, and were not 
absorbed by net capital gains for inter¬ 
vening taxable years pursuant to the 
provisions of section 1212 or correspond¬ 
ing provisions of prior law, consolidated 
or separate, as the case may be, 

and. with respect to net capital losses 
sustained by a corporation for taxable 
years for which separate returns were 
filed, or for which such corporation 
joined in a consolidated return filed by 
another affiliated group, 

(ii) The net capital losses, if any, sus¬ 
tained by such corporation for its 5 pre¬ 
ceding taxable years to the extent that 
such losses were not absorbed by the net 
capital gains of such corporation (or, if 
the Income of such corporation was in¬ 
cluded in a consolidated return, by the 
consolidated net capital gain) for inter¬ 
vening taxable years pursuant to the 
provisions of section 1212 or correspond¬ 
ing provisions of prior law. 
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(12) Consolidated net capital loss. 
The consolidated net capital loss shall 
be the excess of the aggregate of the 
capital losses of the several affiliated 
corporations over the sum of: 

(i) The aggregate of the capital gains 
of such corporations, 

(ii) The consolidated section 1231 net 

gain, and . 

(iii) The consolidated section 582(c) 

net gain. 


reduced in the case of an affiliated group 
including as members one or more cor¬ 
porations subject to the tax imposed by 
section 831, but only for the purpose of 
net capital loss carryover computations, 
by whichever of the following amounts is 

the lesser— a . 

(iv) The combined additional capital 
loss deductions of such corporations au¬ 
thorized by section 832(c)(5), or 

(v) The consolidated taxable income 
computed without regard to capital 
gains and losses and without regard to 
any deduction for partially tax-exempt 
interest provided by section 242. 

(13) Consolidated dividends received 
deduction. The consolidated dividends 
received deduction shall be the aggre¬ 
gate of the deductions of the several 
affiliated corporations allowable under 
sections 243, 244, and 245 (computed 
without regard to the limitation of sec¬ 
tion 246 (b)). but in an amount not 
greater than 85 percent of the consoli¬ 
dated taxable income computed without 
regard to the consolidated net operating 
loss deduction, the consolidated section 
247 deduction, and without regard to any 
consolidated dividends received deduc¬ 
tion. The limitation of the previous 
sentence shall not apply for any taxable 
year for which there is a consolidated 
net operating loss. _ _ 

(14) Consolidated section 247 deduc¬ 
tion The consolidated section 247 de¬ 
duction. relating to dividends paid by 
public utilities on preferred stock, shall 
be an amount computed as follows: 

CD First, determine the amount which 
Is the lesser of. „ , 

(a) The aggregate of the dividends 
paid by members of the affiliated group 
which are public utilities within the 
meaning of section 247(b) (1) on pre¬ 
ferred stock within the meaning of sec¬ 
tion 247(b)(2),or 

(b) The portion of the consolidated 
taxable income for the taxable year at¬ 
tributable to such members computed 
without regard to the consolidated sec¬ 
tion 247 deduction. 

(ii) Then multiply the amount deter¬ 
mined under subdivision (i) of this sub- 
paragraph by the fraction specified in 
section 247 (a) (2). 

(15) Consolidated section 922 deduc¬ 
tion- The consolidated section 922 de¬ 
duction, relating to Western Hemisphere 
trade corporations, shall be that portion 
of the consolidated taxable income at¬ 
tributable to those members of the affili¬ 
ated group which are Western Hemi¬ 
sphere trade corporations (computed 
without regard to the consolidated sec¬ 
tion 922 deduction) multiplied by the 
fraction specified in section 922 (2). 

(16) Consolidated net long-term cap¬ 
ital gain. The consolidated net long- 
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term capital gain shall be the excess of 
the sum of: 

(i) The aggregate of the long-term 
capital gains of the several affiliated cor¬ 
porations, and 

(ii) The consolidated section 1231 net 
gain, 

over 

(iii) The aggregate of the long-term 
capital losses of such corporations. 

(17) Consolidated net short-term cap¬ 
ital loss. The consolidated net short¬ 
term capital loss shall be the sum of— 

(i) The aggregate of the short-term 
capital losses of the several affiliated 
corporations, and 

(ii) The consolidated net capital loss 
carryovers, 


minus 

(iii) The aggregate of the short-term 
capital gains of such corporations. 

(18) Consolidated accumulated tax¬ 
able income. The consolidated accumu¬ 
lated taxable income shall be the con¬ 
solidated taxable income computed with¬ 
out regard to any capital loss carryover, 
without regard to any charitable con¬ 
tribution deduction under section 170, 
without regard to any net operating loss 
deduction, and without regard to any 
deduction under part VHI (section 241 
and following, except section 248) sub¬ 
chapter B of chapter 1 of the Code, minus 

the sum of: , . 

(i) The combined Federal income ana 
excess profits taxes (other than the ex¬ 
cess profits tax imposed by subchapter 
E. chapter 2 of the Internal Revenue 
Code of 1939, for taxable years beginning 
after December 31, 1940) and income, 
war profits and excess profits taxes of 
foreign countries and possessions of the 
United States (to the extent not allow¬ 
able as a deduction under section 164(b) 
(6)), accrued during the taxable year 
by the several affiliated corporations or 
deemed to be paid by the several do¬ 
mestic affiliates under section 902(a)(1) 
or 960(a)(1)(C) for the taxable year, 
but not including the accumulated earn¬ 
ings tax imposed by section 531, the 
personal holding company tax imposed 
by section 541, or the taxes imposed by 
corresponding sections of a prior income 
tax law 

(ii) The consolidated charitable con¬ 
tribution deduction computed without 
regard to section 170(b) (2). 

(iii) The excess of the sum of the cap¬ 
ital losses of the several affiliated corpo¬ 
rations (computed without regard to any 
capital loss carryover) over the sum of 
the capital gains of such corporations, 

(iv) The excess of the consolidated 
net long-term capital gain over the 
consolidated net short-term capital loss 
(computed without regard to any capital 
loss carryover) minus the taxes imposed 
by subtitle A attributable to such excess, 

(v) In the case of an affiliated group 
including one or more holding company 
affiliates of a bank, as defined in section 
2 of the Banking Act of 1933 (12 U.S.C. 
221a), the consolidated section 601 de¬ 
duction. relating to earnings or profits 
devoted to the acquisition of readily mar¬ 
ketable assets, other than bank stock, 

(vi) The consolidated accumulated 
earnings credit, and 


(vii) The consolidated section 561 
dividends paid deduction. 

(19) Consolidated accumulated earn¬ 
ings credit. The consolidated accumu¬ 
lated earnings credit shall be: 

(i) In the case of an affiliated group 
which is not a mere holding or invest¬ 
ment group, an amount equal to such 
part of the aggregate of the earnings and 
profits for the taxable year of the several 
members of the group as are retained 
for the reasonable needs of the business 
of the group, minus the deduction al¬ 
lowed by subparagraph (18) (iv) of this 
paragraph, but not less than the amount 
(if any) by which $100,000 ($60,000 if the 
taxable year begins before January 1, 
1958) exceeds the aggregate of the ac¬ 
cumulated earnings and profits of the 
several members of the group at the close 
of the preceding taxable year, or 

(ii) In the case of an affiliated group 
which is a mere holding or investment 
group, the amount (if any) by which 
$100,000 (or $60,000 if the taxable year 
begins before January 1, 1958) exceeds 
the aggregate of the accumulated earn¬ 
ings and profits of the several members 
of the group at the close of the preceding 
taxable year. 


For the purpose of subdivision (i) of this 
subparagraph, the amount of the earn¬ 
ings and profits for the taxable year of 
the several members of the group which 
are retained is the amount by which the 
aggregate of the earnings and profits 
of the several members of the group for 
the taxable year exceed the consolidated 
section 561 dividends paid deduction for 
such year. For the purpose of the pre¬ 
ceding sentence and subdivision (ii) of 
this subparagraph, the accumulated 
earnings and profits of the several mem¬ 
bers of the group at the close of the pre¬ 
ceding taxable year shall be reduced by 
the dividends paid to other than mem¬ 
bers of the group under section 563 (a) 
(relating to dividends paid after the 
close of the taxable year) which are con¬ 
sidered as paid during such taxable ye • 
(20) Consolidated section 561am- 
dend paid deduction. The consolidated 
section 561 dividends paid deduction 
shall be the sum of: _ nq 

(i) The aggregate of the deductions 
allowable to the several members of the 
group with respect to dividends u 
section 561 (a) (1) and < 2 ) determined 
without regard to any deductions 
tributable to payments made or wns 
ered to be made of dividends t 
members of the group, and 

<ii) in case the affiliated group i 
subject to tax on its consolidated un 
distributed personal h . oldi "® 
income, the consolidated dividend 

° V (21> Consolidated section 542 gross i*- 
come. The consolidated 
gross income shall be the com bi ^ e 
income of the several members o 
affiliated group computed witoo t 
gard to any gross income from 
members of the group and by inching 
only the excess of the gate*of 
members of the group from 

the several members of de¬ 

transactions in stocks or secu 
scribed in section 543 (a) (2) ana 
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including only the excess of the gains of 
the several members of the group over 
the losses of the several members of the 
group with respect to commodity trans¬ 
actions as described in section 543 (a) 
(3). 

(22) Consolidated personal holding 
company income. The consolidated per¬ 
sonal holding company income shall be 
that part of the consolidated section 542 
gross income from the sources described 
in section 543. 

(23) Consolidated undistributed per¬ 
sonal holding company income. The 
consolidated undistributed personal 
holding company income shall be the 
consolidated taxable income computed 
without regard to any deductions under 
part VTII (section 241 and following, 
except section 248), subchapter B, chap¬ 
ter 1 of the Code, without regard to 
any charitable contribution deduction 
under section 170, without regard to any 
net operating loss deduction, and without 
regard to deductions disallowed by sec¬ 
tion 545 (b) (8), minus the sum of: 

(i) The combined Federal income and 
excess profits taxes (other than the ex¬ 
cess profits tax imposed by subchapter E, 
chapter 2 of the Internal Revenue Code 
of 1939 for taxable years beginning after 
December 31, 1940) and income, war 
profits and excess profits taxes of for¬ 
eign countries and possessions of the 
United States (to the extent not allow¬ 
able as a deduction under section 164(b) 
(6)) accrued during the taxable year by 
the several affiliated corporations or 
deemed to be paid by the several domes- 
tic affiliates under section 902(a)(1) or 
960(a)(1)(C) for the taxable year, but 
not including the accumulated earnings 
tax imposed by section 531, the personal 
holding company tax imposed by section 
»4i, or the taxes imposed by the cor¬ 
responding sections of prior income tax 
law; 

(ii) In lieu of the deduction provided 
oy subparagraph ( 1 ) (i) (c) of this para- 
Ff k p “; the con s°Ndated charitable con- 
iribution deduction computed without 
iimu a j Pllcation section 170(b)(2) but 
jTvted ^Provided in section 170(b)(1) 
and 9 n d <B) (except that the 10-percent 
bp anS^ rcent Notations therein shall 
&2W ytth respect to the consoli- 

riln ™ Usted 6r°ss Income ); 
net nnoP?? ai ? ount of the consolidated 
able vnnr 1 ,” 8 loss for the Preceding tax- 
tionVnrnviH°!?? Uted wlthou t the deduc- 
«nd fol]nI, det \ n part Vln (sec tlon 241 
han p n u g) ' except action 248. sub- 
cS,lt Pter 1 the Code. If the 
ber si year beglns after Decem- 

able to I 957> the extent not attrlbut- 
return o r ^°, rati ° n ““king a separate 
turn niod J talng in a consolidated re- 
the t'x'ihio y „ an0ther affiliated group for 

corporation with res P ect to a 

°r joined ? n h ch flled a se Parate return 
by anoth«i n a consolidated return flled 

tor the pre- 

lossoL^ y ear. the net operating 
big taxnhin cor P ora tion for such preced- 
t >oductionR e n yea fj (computed w *thout the 
241 in ui 0 ! dcd hi part VOT (section 


241 and Ton . aed ta part ^ (section 
subchapter n Wi ? g> ‘ except section 248, 
the current cb ? pter 1 of the Code, if 
cetnber 31 year he gins after De- 

r 31 ’ 195 ’> but not in excess of 


the portion of the consolidated personal 
holding company income attributable to 
such corporation for the taxable year; 

(lv) The excess of the consolidated 
net long-term capital gain for the tax¬ 
able year over the consolidated net 
short-term capital loss for such year 
minus the taxes imposed by subtitle A 
of the Code attributable to such excess; 

(v) The aggregate amount subject to 
the provisions of section 545 (b) (7) 
used or irrevocably set aside by the sev¬ 
eral affiliated corporations to pay or re¬ 
tire indebtednevss incurred prior to Janu¬ 
ary 1, 1934, not including such portion 
of any such indebtedness as was owned 
on January 1.1934, or at any time there¬ 
after, directly or indirectly, by another 
member of the group; 

(vi) The sum of the amounts deduct¬ 
ible by the several members of the affil¬ 
iated group allowable under section 545 
(b) (9), but there shall be added to the 
consolidated taxable income any amount 
required to be included in taxable income 
under such section; 

(vii) The consolidated section 561 
dividends paid deduction; and 

(viii) In the case of an affiliated group 
including one or more holding company 
affiliates of a bank, as defined in section 
2 of the Banking Act of 1933 (12 U.S.C. 
221a), the consolidated section 601 de¬ 
duction. relating to earnings or profits 
devoted to the acquisition of readily 
marketable assets, other than bank stock. 

(24) Consolidated adjusted gross in¬ 
come. The consolidated adjusted gross 
income shall be the consolidated taxable 
Income computed without regard to any 
charitable contributions deductions, any 
deductions under part VIII (section 241 
and following), except section 248, sub¬ 
chapter B, chapter 1 of the Code, any net 
operating loss carryback to the taxable 
year, any deductions under section 922, 
and without deduction of the amount 
disallowed by section 545(b) (8). 

(25) Consolidated deficiency dividends 
deduction. The consolidated deficiency 
dividends deduction shall be the aggre¬ 
gate of the amounts determined as pro¬ 
vided in section 547 with respect to 
dividends distributed by the several 
members of the affiliated group pursuant 
to a determination of liability for per¬ 
sonal holding company tax described in 
section 547, with respect to the consoli¬ 
dated undistributed personal holding 
company Income of the affiliated group 
for the taxable year of the group com¬ 
puted without regard to any dividends 
distributed to members of the affiliated 
group. 

(26) Consolidated dividend carryover. 
The consolidated dividend carryover to 
the taxable year shall be the sum of— 

(1) The excess of— 

(a) The consolidated section 561 divi¬ 
dends paid deduction for the first pre¬ 
ceding taxable year, determined without 
regard to any consolidated dividend 
carryover, over 

(b) The consolidated undistributed 
personal holding company income for 
such year, determined without regard to 
any dividends paid deduction and divi¬ 
dend carryover. 


corporation making a separate return, or 
Joining in a consolidated return filed by 
another affiliated group, for the taxable 
year. 

(ii) The amount of the consolidated 
section 561 dividends paid deduction 
(determined as provided In subdivision 
<i> (a) of this subparagraph) for the 
second preceding taxable year reduced 
by the consolidated undistributed per¬ 
sonal holding company income for such 
year (determined as provided in subdivi¬ 
sion (i) (b) of this subparagraph) and 
further reduced by the amount of the 
consolidated undistributed personal 
holding company income for the first 
preceding taxable year determined with¬ 
out regard to any dividend carryover 
from the second preceding taxable year 
to the extent that any such consolidated 
section 561 dividends paid deduction and 
any such consolidated undistributed per¬ 
sonal holding company income are not 
attributable to a corporation making a 
separate return, or joining in a consoli¬ 
dated return flled by another affiliated 
group for the taxable year. 


to the extent that such deduction and 
such income are not attributable to a 


and, with respect to taxable years for 
which a member of the affiliated group 
filed a separate return or for which such 
member joined in a consolidated return 
filed by another affiliated group— 

(ill) The excess of the deduction al¬ 
lowable to such corporation under sec¬ 
tion 561 for dividends paid for the first 
preceding taxable year (determined 
without regard to any dividend carry¬ 
over) over the taxable income of such 
corporation for such year computed with 
the adjustments provided in section 545 
(or if its income was Included in the 
consolidated return of another affiliated 
group, that portion of the excess of the 
consolidated section 561 dividends paid 
deductions (determined as provided in 
subdivision (i) (a) of this subpara¬ 
graph) for the first preceding taxable 
year, over the consolidated undistributed 
personal holding company income (de¬ 
termined as provided in subdivision (1) 
(b) of this subparagraph) for such year 
attributable to such corporation), and 
(iv) The excess of the deduction al¬ 
lowable to such corporation under sec¬ 
tion 561 (determined without regard to 
any dividend carryover) for the second 
preceding taxable year over the taxable 
income of such corporation for such year 
Computed with the adjustments provided 
in section 545 (or if its income was in¬ 
cluded In the consolidated return of 
another affiliated group, that portion 
of the excess of the consolidated section 
661 dividends paid deduction (deter¬ 
mined as provided in subdivision (i) (a) 
of this subparagraph) for the second 
preceding taxable year, over the consol¬ 
idated undistributed personal holding 
company Income (determined as pro¬ 
vided in subdivision (1) (b) of this sub- 
paragraph) for such year, attributable 

to such corporation) and reduced by_ 

(a) The excess of the amount of its 
taxable income so computed for the first 
preceding taxable year over its dividends 
paid deduction under section 561, de¬ 
termined without regard to any dividend 
carryover from the second preceding 
taxable year (or, if its income was In¬ 
cluded in the consolidated return of an- 
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other affiliated group, that portion of 
the amount of such deduction absorbed 
in such consolidated return of another 
affiliated group). or 

(b) If the income of such corporation 
is included in the consolidated return 
for the first preceding taxable year, the 
excess, if any, of the consolidated undis¬ 
tributed personal holding company in¬ 
come (determined without regard to any 
dividends paid deduction and dividend 
carryover) for the first preceding tax¬ 
able year over the consolidated section 
561 dividends paid deduction for such 
year, determined without regard to any 
dividend carryover. 

(27) Consolidated section 601 deduc¬ 
tion. The consolidated section 601 de¬ 
duction relating to bank affiliates, shall 
be an amount equal to the aggregate of 
the earnings or profits of members of the 
group which are holding company affili¬ 
ates of a bank as defined in section 2 of 
the Banking Act of 1933 (12 U.S.C. 221a) 
devoted to the acquisition of readily mar¬ 
ketable assets other than bank stock (not 
including any asset acquired, directly or 
indirectly, from another member of the 
group). subject, in the case of each such 
affiliate, to the limitations imposed by 
section 601 determined without regard to 
the qualifications expressed in paragraph 
(b) (1) (ii) and (iii) of this section. 

(28) Consolidated life insurance com¬ 
pany taxable income. The consolidated 
life insurance company taxable income in 
the case of an affiliated group consisting 
of corporations subject to the tax im¬ 
posed by section 802 shall be the con¬ 
solidated taxable income minus the con¬ 
solidated section 804 deduction and plus 
the consolidated section 806 adjustment. 

(29) Consolidated section 804 deduc¬ 
tion. The consolidated section 804 de¬ 
duction relating to the reserve and other 
policy liabilities shall be the consolidated 
taxable income multiplied by a figure to 
be determined and proclaimed by the 
Secretary for each taxable year pursuant 
to section 804. 

(30) Consolidated section 806 adjust¬ 
ment. The consolidated section 806 ad¬ 
justment relating to certain reserves 
provided in section 806 shall be an 
amount equal to VA percent of the com¬ 
bined unearned premiums and unpaid 
losses of the several affiliated corpora¬ 
tions on contracts other than life in¬ 
surance or annuity contracts computed 
in the case of each corporation pursuant 
to the provisions of section 806 but the 
combined unearned premiums shall not 
be considered to be less than 25 percent 
of the combined net premiums on such 
other contracts written during the tax¬ 
able year. 

(31) Consolidated 1954 life insurance 
company taxable income. The consoli¬ 
dated 1954 life insurance company tax¬ 
able income in the case of an affiliated 
group consisting of corporations subject 
to the tax imposed by section 802 (b) for 
taxable years beginning in 1954 shall be 
the consolidated taxable income plus 
eight times the consolidated section 806 
adjustment and minus the consolidated 
reserve interest credit, if any. 

(32) Consolidated reserve interest 
credit. The consolidated reserve interest 
credit shall be the aggregate of the 
reserve interest credits of the several 
members of the affiliated group. 


(33) Consolidated section 175 deduc¬ 
tion. The consolidated section 175 
deduction shall be the aggregate of the 
amount of the deductions of the several 
affiliated corporations allowable under 
section 175 for the taxable year (deter¬ 
mined without regard to the 25 percent 
limitation of section 175 (b)) and an 
amount equal to the aggregate of the 
consolidated section 175 carryovers to 
the taxable year. 

(34) Consolidated section 175 gross 
income. The consolidated section 175 
gross income shall be the combined gross 
income derived from farming of the sev¬ 
eral affiliated corporations engaged in 
the business of farming and having ex¬ 
penditures of the type described in sec¬ 
tion 175 (a). For this purpose, there 
shall be eliminated profits and losses on 
intercompany transactions; and proper 
adjustment shall be made to eliminate 
any distortion in the amount of gross 
income attributable to transactions be¬ 
tween members of the affiliated group 
at markedly fictitious values. 

(35) Consolidated section 175 carry¬ 
overs. The consolidated section 175 
carryovers to the taxable year shall 
consist of— 

(i) The excess, if any, of the amount 
of the consolidated section 175 deduc¬ 
tions over 25 percent of the consolidated 
section 175 gross income of preceding 
taxable years to the extent that such 
consolidated section 175 deduction for 
any preceding taxable year was not 
attributable to a corporation making a 
separate return or joining in a consoli¬ 
dated return filed by another affiliated 
group for the taxable year and was not 
absorbed as a carryover by the con¬ 
solidated section 175 gross income for 
preceding taxable years 

and, with respect to any excess of de¬ 
ductions under section 175 over the 25 
percent limitation of section 175 (b) of 
a corporation in a taxable year for which 
a separate return was filed or for which 
such corporation joined in a consoli¬ 
dated return filed by another affiliated 
group, but subject to the limitation pre¬ 
scribed in paragraph (b) (15) of this 
section. 

(ii) The amount of such excesses of 
such corporation for preceding taxable 
years to the extent that such excesses 
were not absorbed as carryovers for 
preceding taxable years. 

(36) Consolidated section 582(c) net 
loss. The consolidated section 582(c) 
net loss shall be the excess of the ag¬ 
gregate of the losses of the character 
described in section 582(c) recognized in 
a taxable year beginning after December 
31, 1958, by the several affiliated corpo¬ 
rations which are banks over the aggre¬ 
gate of gains of the character described 
in section 582(c) recognized in such tax¬ 
able year by the several affiliated corpo¬ 
rations which are banks. 

(37) Consolidated section 582(c) net 
gain. The consolidated section 582(c) 
net gain shall be the excess of the aggre¬ 
gate of the gains of the character de¬ 
scribed in section 582(c) recognized in a 
taxable year beginning after December 
31, 1958, by the several affiliated corpo¬ 
rations which are banks over the aggre¬ 
gate of the losses of the character 
described in section 582(c) recognized in 


such taxable year by the several affiliated 
corporations which are banks. 

(38) Consolidated section 181 deduc¬ 
tion. The consolidated section 181 de¬ 
duction for the taxable year shall be 
the sum of— 

(i) With respect to the portion of a 
consolidated unused credit not attribut¬ 
able to a corporation making a separate 
return or joining in a consolidated re¬ 
turn filed by another affiliated group for 
such taxable year, the amount deter¬ 
mined under the provisions of section 
181, and 

(ii) With respect to unused credits 
arising in unused credit years for which 
a corporation filed a separate return or 
joined in a consolidated return filed by 
another affiliated group, the amount de¬ 
termined under the provisions of section 
181. 

(b) Computations. In the case of af¬ 
filiated corporations which make, or are 
required to make, a consolidated return, 
and except as otherwise provided in the 
regulations under section 1502; 

(1) Taxable income. The taxable in¬ 
come of each corporation shall be com¬ 
puted in accordance with the provisions 
covering the determination of taxable 
income of separate corporations, ex¬ 
cept: 

(i) There shall be eliminated unreal¬ 
ized profits and losses in transactions 
between members of the affiliated group 
and dividend distributions from one 
member of the group to another member 
of the group (referred to in the regula¬ 
tions under section 1502 as intercompany 
transactions); 

(ii) No net operating loss deduction 
shall be taken into account; 

(iii) No capital gains or losses shall be 
taken into account; 

(iv) There shall be disregarded all 
gains and losses frcm involuntary con¬ 
versions subject to section 1231, and from 
sales and exchanges of property sub¬ 


ject to section 1231; 

(v) In the computation of the deduc¬ 
tion under section 171, relating to amor¬ 
tizable bond premium, there shall be 
disregarded the bonds of one member of 
the group owned by another member of 
the group during the taxable year; 

(vi) In the computation of the tax¬ 
able income of a corporation for the tax¬ 
able year in which it became the com¬ 
mon parent corporation of the affiliated 
group filing a consolidated return, the 
aggregate deductions of such corpora¬ 
tion for such year otherwise allowable 
in excess of the gross income of such 
corporation for such year shall be ex¬ 
cluded to the extent that such excess 
is attributable to that portion of such 
year preceding the date upon which 
such corporation became the common 
parent corporation of the group. Any 
amount excluded under this paragraP 
shall, to the extent that it constitute 
a net operating loss within the P roviai ?f 
of section 172 or a net capital loss witmn 
the provisions of section 1222, be con¬ 
sidered as a net operating loss or a n 
capital loss, as the case may be. sepa¬ 
rately sustained by such corporat 
and subject to the provisions of par * 
graph (a) (3) (ii) or (ID (ii) of this 

SeC (vii?'ln the case of a corpora^on 
which became a member of the amu 
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ated group after January 1, 1954, com¬ 
mon parent corporation or subsidiary, as 
the case may be, allowable deductions 
shall be determined subject to the quali¬ 
fications prescribed in subparagraph (9) 
of this paragraph; 

(vlii) No deduction under section 170 
with respect to charitable or other con¬ 
tributions shall be taken into account; 

(ix) In the case of the deduction pro¬ 
vided in section 615 (relating to mine 
exploration expenditures). the allowable 
deduction shall be determined subject 
to the qualifications prescribed in sub- 
paragraph (12) of this paragraph; 

(x) In the case of a distribution of 
inventory to which section 311 (b) is 
applicable, or in the case of a distribu¬ 
tion of property to which section 311 (c) 
is applicable by one member of the 
group to another member of the group, 
the gain recognized under such sections 
shall be eliminated; 

<xi) No deductions under section 243, 
244, 245, or 247 (relating to deductions 
with respect to dividends received and 
dividends paid) or under section 922 
(relating to the special deduction for 
Western Hemisphere trade corpora¬ 
tions) , shall be taken into account; 

(xii) No deductions under section 175 
(relating to soil and water conservation 
expenditures) shall be taken into ac¬ 
count by a member of an affiliated group 
to which the consolidated section 175 
deduction is applicable; 

(xiii) in the case of a bank, for tax¬ 
able years beginning after December 31, 
1958, there shall be disregarded all gains 
and losses from sales and exchanges of 
property described in section 582(c); and 
(xiv) No deduction under section 181 
(relating to deduction for certain unused 
investment credit) shall be taken into 
account. 


Intercompany profits and losses which 
nave been realized by the group through 
final transactions with persons other 
than members of the group, and inter¬ 
company transactions which do not af- 
iect the consolidated taxable income 
snail not be eliminated. For the pur¬ 
pose of this subparagraph, gain includ- 
ioie in income pursuant to section 357(c) 
ith respect to transfers of assets other 
nan assets and other than as- 

sets to which section 1231 is applicable, 
and gam includible in income by reason of 
me applieation of paragraph (a) ( 1 ) (id) 
PnrfV° 02 “ 37A ’ sba11 not be eliminated. 

6 fjn^ose of the regulations under 
tion 1502, a transaction not involving 
of ° r f xchan ge of a capital asset or 
sufc ^ ect the provisions of 
interim 231 sha11 not be considered an 
action°!P Pany transaction if such trans- 
the the re sular course of 

the J 23 ? or busin ess of the members of 
with^tSlP and ** sucb members adopt, 
and Sm co . n ? ent of the Commissioner 
deem* n{ ecfc sucb conditions as he 

PractioA Pr ^ P ^ r, i , a consistent accounting 
c omputif?L ta ^ ing 11110 acc °unt in the 
come thp ® consolidated taxable in- 
such and losses reflected in 

PraDh nf C . tlons ' As used to this para- 
cludL' ft he term ‘ ,taxal >le income" in- 
dedn^f? he Case 1x1 which the allowable 
ons of a member (not including 


any net operating loss deduction) exceed 
its gross income. For purposes of sec¬ 
tion 593(b)(2) (relating to addition to 
reserve for bad debts), taxable income of 
an organization to which section 593 
applies shall be computed as if such 
organization filed a separate return for 
the taxable year. 

(2) Other computations on separate 
basis. The various other computations 
required by the regulations under sec¬ 
tion 1502 to be made by the several 
affiliated corporations shall be made in 
the case of each such corporation in the 
same manner and under the same con¬ 
ditions as if a separate return were to 
be filed, but with the following excep¬ 
tions: 

(i) Taxable income. The taxable in¬ 
come used in any such computation 
shall be the taxable income of the cor¬ 
poration determined in accordance with 
the provisions of this section. 

(ii) Dividends received. In the com¬ 
putation of the dividends received, there 
shall be excluded all dividends received 
from other members of the affiliated 
group. 

(iii) Capital gains and losses. Capital 
gains and losses, short-term capital 
gains and losses, long-term capital gains 
and losses, and the additional capital 
loss deduction authorized by section 832 
(c) (5) shall be determined without re¬ 
gard to: 

(a) Gains or losses arising in inter¬ 
company transactions (other than gains 
described in section 357 (c)) and gains 
recognized to the distributing corpora¬ 
tion pursuant to section 311 (c) by rea¬ 
son of distributions by one member of 
the group to another member of the 
group, 

(b) Gains or losses from involuntary 
conversions and from sales or exchanges 
of property subject to the provisions of 
section 1231, 

(c) The net capital loss carryovers 
provided in section 1212, 

id) In the case of a corporation which 
became a member of the affiliated group 
subsequent to January 1, 1954, common 
parent corporation or subsidiary, as the 
case may be, capital losses to the extent 
disallowed pursuant to the provisions 
of subparagraph (9) of this paragraph, 
and 

(e) In the case of a bank, for taxable 
years beginning after December 31, 1958, 
gains or losses from sales or exchanges of 
property described in section 582(c). 

(iv) Net operating loss . In the com¬ 
putation of the net operating loss, as 
defined in section 172, the provisions of 
this section pertaining to the determi¬ 
nation of taxable income shall apply. 

(v) Dividends paid. In the computa¬ 
tion of dividends paid, there shall be 
excluded all dividends paid by one mem¬ 
ber of the group to another, except as 
provided in paragraph (b) (4) of 
§ 1.1502-30A. 

(vi> Federal income tax. In the com¬ 
putation of the Federal income tax, there 
shall be used the consolidated tax. or a 
proportionate part thereof, if the tax 
payable is properly computed on the 
basis of the consolidated return. 

(vii) Dividends paid by public utility. 
In the computation of dividends paid on 


the preferred stock of a public utility, 
there shall be excluded all dividends paid 
by such public utility to another member 
of the group. 

(viii) Gains or losses under section 
1231 . Gains and losses from involuntary 
conversions subject to section 1231, and 
from sales or exchanges of property sub¬ 
ject to section 1231 shall be determined 
without regard to— 

(a) Gains and losses from intercom¬ 
pany transactions (other than gains de¬ 
scribed in section 357 (c)) and gains 
recognized pursuant to section 311 (c) 
upon the distribution of property sub¬ 
ject to the provisions of section 1231 by 
one member of the group to another 
member of the group, and 

(b) In the case of a corporation which 
became a member of the affiliated group 
subsequent to January 1. 1954, common 
parent corporation or subsidiary, as the 
case may be. such portion of any such 
loss as is disallowed pursuant to the 
provisions of subparagraph (9) of this 
paragraph. 

(ix) Mutual savings banks , domestic 
building and loan associations, and co¬ 
operative banks . In the case of a mutual 
savings bank, a domestic building and 
loan association, and a cooperative 
bank: 

(a) In the computation of total de¬ 
posits or withdrawable accounts at the 
close of the taxable year for the purpose 
of section 593 (relating to the deduction 
for bad debts), there shall be excluded 
the total deposits or withdrawable ac¬ 
counts of other members of the group, 
and 

(b) In the computation of the deduc¬ 
tion provided in section 591 (relating to 
dividends paid by banking corporations), 
there shall be excluded amounts paid to, 
or credited to the accounts of, other 
members of the group. 

(3) Limitation on net operating loss 
carryovers and carrybacks from separate 
return years . <i) In no case shall there 
be included in the consolidated net oper¬ 
ating loss deduction for the taxable year 
as consolidated net operating loss carry¬ 
overs or carrybacks under paragraphs 
(a) (3 ) (i) (b), (4) (i) (f), <g), <h>. <j>. 
and (k), and (ii) (c) and (d) of this sec¬ 
tion (relating to net operating losses sus¬ 
tained by a corporation in years for 
which separate returns were filed, or for 
which such corporation joined in a con¬ 
solidated return filed by another affili¬ 
ated group) an amount exceeding the 
taxable income of such corporation in¬ 
cluded in the computation of the con¬ 
solidated taxable income for the taxable 
year, adjusted as provided in subdivision 
<ii) of this subparagraph. This sub¬ 
division shall not be applicable to a 
carryover under paragraph <a) (3) (i) (b> 
of this section of a net operating loss of a 
corporation— 

(a) Attributable to a period for which 
it was included in a consolidated return 
filed by another affiliated group for a tax¬ 
able year beginning prior to January 1, 
1954, all of whose members are included 
in the consolidated return filed for the 
taxable year if all of the members of such 
other affiliated group would have been 
members of the affiliated group if the law 
applicable to the taxable year had been 
applicable to such prior taxable year. 
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(b) To taxable years beginning after 
December 31. 1963. attributable to a tax¬ 
able year beginning before January 1. 
1964. in which such corporation was (on 
each day of such year) a member of the 
affiliated group, or 

(c) Attributable to a taxable year be¬ 
ginning after December 31, 1963. in 
which such corporation was (on each 
day of such year) a member of the 
affiliated group, provided that an elec¬ 
tion under section 1562 (relating to 
privilege of groups to elect multiple sur¬ 
tax exemptions) was not effective for 
such year. 

f li> For purposes of this subparagraph 
and subparagraph (21) of this para¬ 
graph, the taxable income of a corpora¬ 
tion included in the computation of con¬ 
solidated taxable income shall be de¬ 
creased by its deductions under sec¬ 
tions 181, 243. 244, 245, 247. and 922 (and 
in the case of a member of an affiliated 
group to which the consolidated section 
175 deduction is applicable, the section 
175 deduction), and shall be increased 
by its separate net capital gain, and shall 
be increased or decreased, as the case 
may be, with respect to its separate gains 
and losses from involuntary conversions 
subject to the provisions of section 1231, 
and from sales or exchanges of property 
subject to the provisions of section 1231. 

(4) Law applicable to computations 
of net operating loss carryovers and 
carrybacks . (i) In determining the 
amount of any net operating loss carry¬ 
back or carryover, consolidated or sep¬ 
arate, to any taxable year, the necessary 
computations involving any other tax¬ 
able year shall be made under the law 
and regulations applicable to such other 
taxable year. The preceding sentence 
shall apply with respect to all taxable 
years whether they begin before, on, or 
after January 1.1954. 

(ii) In the case of a consolidated net 
operating loss for a taxable year begin¬ 
ning in 1953 and ending in 1954, the 
amount of such consolidated net operat¬ 
ing loss which shall be carried to the 
second preceding taxable year shall be 
the amount which bears the same ratio 
to such consolidated net operating loss 
as the number of days in the loss year 
after December 31, 1953, bears to the 
total number of days in such year. In 
determining the amount carried to any 
other taxable year, the amount ab¬ 
sorbed for the second taxable year pre¬ 
ceding the loss year shall not exceed the 
portion of the consolidated net operat¬ 
ing loss which is carried to the second 
preceding taxable year. 

(iii) (a) The consolidated net operat¬ 
ing loss deduction for a taxable year be¬ 
ginning in 1953 and ending in 1954, shall 
be the sum of— 

( 1 ) That portion of the consolidated 
net operating loss deduction for such 
taxable year, computed as though para¬ 
graph (a)(2) of § 1.1502-31 A applied to 
such taxable year, which the number of 
days in such taxable year after December 
31, 1953, bears to the total number of 
days in such taxable year, and 

(2) That portion of the consolidated 
net operating loss deduction for such 
taxable year, computed in accordance 
with 26 CFR (1939) 24.31(a)(2) (Regu¬ 
lations 129), which the number of days 


in such taxable year before January 1. 
1954, bears to the total number of days 
in such taxable year. 

(b) The consolidated net income for 
any taxable year beginning in 1953 and 
ending in 1954 which is subtracted from 
the net operating loss for any other tax¬ 
able year to determine the portion of 
such net operating loss which is a carry¬ 
back or a carryover to a particular tax¬ 
able year shall be determined in accord¬ 
ance with the principles of section 
172(f)(4). 

(iv) (a) The consolidated net operat¬ 
ing loss deduction for a taxable year be- 
gihning after December 31, 1953. and 
ending before August 17. 1954, shall be 
computed as if the regulations under 
section 1502 apply to such taxable year. 

(b) The consolidated net Income for 
any taxable year beginning after Decem¬ 
ber 31. 1953. and ending before August 
17, 1954, which is subtracted from the 
consolidated net operating loss for any 
other taxable year to determine the 
portion of such net operating loss which 
is a carryback or a carryover to a par¬ 
ticular taxable year shall be determined 
in accordance with section 172(g)(3). 

(v) In the case of a consolidated net 
operating loss for a taxable year begin¬ 
ning in 1957 and ending in 1958, the 
amount of such consolidated net operat¬ 
ing loss which shall be carried to the 
third preceding taxable year shall be the 
amount which bears the same ratio to 
such consolidated net operating loss as 
the number of days in the loss year after 
December 31, 1957, bears to the total 
number of days in such year. In deter¬ 
mining the amount carried to any other 
taxable year, the amount absorbed for 
the third taxable year preceding the loss 
year shall not exceed the portion of the 
consolidated net operating loss which is 
carried to the third preceding taxable 
year. 

(vi) For purposes of section 141 of the 
Internal Revenue Code of 1939 and that, 
part of the regulations promulgated 
thereunder which relate to subchapter 
D. chapter 1 of such Code, excess profits 
net income and consolidated section 
433 (a) excess profits net income shall be 
computed as if the regulations under 
section 1502 did not apply and as if 
such section and such regulations con¬ 
tinued to apply to taxable years begin¬ 
ning after December 31, 1953. 

(5) Limitation on absorption of un¬ 
used dividend carryovers. If, in the 
computation of the consolidated divi¬ 
dend carryover for the second consol¬ 
idated return period in respect of which 
the income of a corporation is included 
in the consolidated return of the group, 
there is involved a separate unused divi¬ 
dend carryover of such corporation for 
the second preceding taxable year to¬ 
gether with a consolidated unused divi¬ 
dend carryover for the second preceding 
taxable year, or if, for the second con¬ 
solidated return period in respect of 
which the income of two or more mem¬ 
bers of the group is included in the con¬ 
solidated return of the group, there are 
involved the separate unused dividend 
carryovers of such corporations for the 
second preceding taxable year, no por¬ 
tion of the excess of the consolidated 
undistributed personal holding company 
income (determined without regard to 


any dividends paid deduction and divi¬ 
dend carryover) over the consolidated 
section 561 dividends paid deduction 
(determined without regard to any divi¬ 
dend carryover) for the first preceding 
taxable year shall be taken into account 
more than once in giving effect to the 
provisions of paragraph (a) (26) (ii) 
and (lv) of this section (relating to the 
computation of that part of the consol¬ 
idated dividend carryover attributable 
to the unused dividend carryovers of the 
second preceding taxable year). 

(6) Apportionment of consolidated 
net operating loss. If an affiliated group 
filing a consolidated return sustains a 
consolidated net operating loss for the 
taxable year within the provisions of 
section 172, relating to the net operating 
loss deduction, and if— 

(i) There are included as members of 
such group one or more corporations 
which made separate returns, or joined 
in a consolidated return filed by another 
affiliated group, either in a preceding 
taxable year or in a succeeding taxablo 
year, or 

(ii) There are included as members 
of such group one or more corporations 
which sustain a net operating loss for 
the taxable year for which a certification 
is issued under section 317 of the Trade 
Expansion Act of 1962 and with respect 
to which the requirements of section 172 
(b) (3) (A) are met, or 

(iii) In the case of a t axable year end¬ 
ing after December 31. 1955, there are 
included as members of such group one 
or more corporations which are regu¬ 
lated transportation corporations for the 
taxable year (within the meaning of sec¬ 
tion 172(j) (1)), 


then the portion of such consolidated 
net operating loss attributable to such 
corporations severally shall be deter¬ 
mined. such portion in the case of any 
such corporation being determined in an 
amount proportionate to the net losses 
(capital net losses and ordinary net 
losses alike) of the several affiliated cor¬ 
porations having net losses, to the extent 
that such losses were taken into account 
in the computation of the consolidated 


net operating loss. _ . 

(7) Apportionment of consolidated 
net capital loss. If an affiliated group 
filing a consolidated return sustains ft 
consolidated net capital loss, and n 
there are included as members of suen 
group one or more corporations whicn 
make separate returns, or join in a con¬ 
solidated return filed by another anui- 
ated group, in a succeeding taxable yew. 
the portion of such consolidated ne 
capital loss attributable to such corpo¬ 
rations severally shall be determinea. 
such portion in the case of any f u ^ h . ~ 
poration being an amount winch be 
the same ratio to the consolidated n 
capital loss which the net eapital loss 
such corporation bears to the j 

of the net capital losses for the taxaW 
year sustained by the several afflu* 
corporations having net capital lo • 

(8) Limitation on net capital toss 
carryover from separate return year. 
no case shall there be deluded in tive 

computation of the consolidated net 

capital gain for the taxable 
consolidated net capital loss car J 
under paragraph (a> (ID 
section (relating to net capital 
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separately sustained) an amount ex¬ 
ceeding in the aggregate the net capital 
gains of such corporation (determined 
without regard to any net capital loss 
carryover) included in the computation 
of the consolidated net capital gain for 
the taxable year increased with respect 
to its separate net gains from involun¬ 
tary conversions and from sales or ex¬ 
changes of property subject to the pro¬ 
visions of section 1231. 

*9) Qualifications on deductions where 
group membership changed after Jan - 
uary 1 , 1954. In the case of an affiliated 
group formed at any time after January 
1,1954, or having among its members in 
the taxable year one or more subsidi¬ 
aries which became members of the 
group subsequent to January 1, 1954. the 
consolidated taxable income for the tax¬ 
able year, and for prior and subsequent 
taxable years to the extent affected by 
carrybacks and carryovers from the tax¬ 
able year, shall be determined subject to 
the following qualifications: 

(i) There shall be excluded in the case 
of the common parent corporation and 
in the case of any subsidiaries which 
were members of the group on January 1, 
1954, those deductions from gross income 
otherwise allowable with respect to— 

(a) Sales or exchanges of capital 
assets, 

(5) Involuntary conversions and sales 
or exchanges of property subject to the 
provisions of section 1231, 

(c) Securities subject to the provisions 
of section 165 (g) (3), or 

(d) Debts subject to the provisions of 
section 166, 


to the extent that such deductions other¬ 
wise allowable exceed in the aggregate— 

(e) In the case of capital losses, the 
excess of the aggregate capital gains over 
the aggregate capital losses of such cor¬ 
porations for the taxable year, or 
(/) In the case of ordinary losses, the 
aggregate of the ordinary taxable income 
of such corporations for the taxable year, 
increased in an amount equal to any ex¬ 
cess of aggregate capital gains over ag¬ 
gregate capital losses of such corpora¬ 
tions, 


such capital gains and losses and such 
oramary taxable income being deter¬ 
mined pursuant to the provisions of the 
regulations under section 1502 but with¬ 
out regard to the provisions of subpara¬ 
graphs (1) (iv) and (2) (Ill) ( b ) of this 
Paragraph and without regard to the 
losses in question: 

dl) There shall be excluded In the 
ase or a subsidiary corporation which 
a member of the affiliated group 
rt?,„,? quent January 1, 1954, those de- 
from gross income otherwise 
allowable with respect to— 

asset's SalCS or ex °hanges of capital 

or (b> J nvoluntar y conversions and sales 
nJ?,', ange ? of Property subject to the 
Provisions of section 1231 . 

sions'nft CU *l tles sut> i ect to the provi- 
section 165 (g) (3). or 

section 166 s sub * ect to the provisions of 

othe™ e , c „ eXt ^ nt that such deductions 
eventT nr B a ^ > . Wable are attributable to 
such crvrrv^ e **i*^ the date U P° n Which 
lh e grouped ” 1 became a member of 


(e) Being capital losses, exceed (1) 
the capital gains reduced by all other 
capital losses of such corporation for 
the taxable year, in the case in which 
such corporation was not, on January 1, 
1954, a member of an affiliated group 
within the meaning of section 1504, or 
(2) in case such corporation was a mem¬ 
ber of an affiliated group on January 1, 
1954, an amount which together with 
like losses computed subject to the pro¬ 
visions of the regulations under section 
1502 in the case of other members of 
the group during the taxable year which 
were affiliated with such corporation on 
January 1, 1954, within the meaning of 
section 1504 is equal to the aggregate 
capital gains reduced by the aggregate 
of all other capital losses of such cor¬ 
poration and of such other members of 
the group, or 

(/) Being ordinary losses exceed (I) 
the ordinary taxable income of such cor¬ 
poration for the taxable year increased 
in an amount equal to any excess of 
capital gains over capital losses for the 
taxable year, in the case in which such 
corporation was not, on January 1, 1954, 
a member of an affiliated group within 
the meaning of section 1504, or (2) in 
case such corporation was a member of 
an affiliated group on January 1, 1954, 
an amount which, together with like 
losses computed subject to the provisions 
of the regulations under section 1502 
in the case of other members of the 
group during the taxable year which 
were affiliated with such corporation on 
January 1, 1954, within the meaning of 
section 1504, is equal to the ordinary 
taxable income of such corporation for 
the taxable year increased by the ag¬ 
gregate of the ordinary taxable income 
and decreased by the aggregate of the 
ordinary net losses of other members of 
the affiliated group during the taxable 
year which were affiliated with such cor¬ 
poration on January 1, 1954, within the 
meaning of section 1504, and increased 
further in an amount equal to any ex¬ 
cess of aggregate capital gains over ag¬ 
gregate capital losses of such corpora¬ 
tions. 

such capital gains and losses, and ordi¬ 
nary taxable income and net losses, as 
the case may be, being determined pur¬ 
suant to the provisions of the regulations 
under section 1502 but without regard to 
the provisions of subparagraphs (1) (iv) 
and (2) (ill) (5) of this paragraph, and 
without regard to the losses in -question. 

(iii) The portion of any loss otherwise 
allowable as a deduction for the taxable 
year which is disallowed pursuant to the 
provisions of subdivisions (i) and (ii) of 
this subparagraph shall, to the extent 
that it constitutes a net capital loss or a 
net operating loss, be considered as a 
net capital loss or a net operating loss, 
as the case may be, in respect to those 
members of the group by reference to 
which the amount of the deduction dis¬ 
allowed under subdivisions (i) and (ii) 
of this subparagraph was determined, 
and, for the purpose of the carryback 
provisions, the year of the loss shall be 
considered as a taxable year occurring 
subsequent to the last taxable year in 
respect of which the income of such 
members of the group was included 
in a consolidated return, and, for the 
purpose of the carryover provisions, as a 


taxable year occurring prior to the first 
taxable year in respect of which their 
income was included in a consolidated 
return; 

(iv) The provisions of subdivisions (i) 
and (ii) of this subparagraph shall not 
apply with respect to the common parent 
corporation of an affiliated group formed 
subsequent to January 1, 1954, or to the 
common parent corporation or subsid¬ 
iaries of a group in existence on January 
1, 1954, acquiring new members subse¬ 
quent to January 1, 1954. or with respect 
to subsidiaries becoming members of the 
group subsequent to January 1, 1954— 

(a) If the group consists solely of the 
common parent corporation and one or 
more subsidiaries created, directly or 
indirectly, by the common parent 
corporation or by other members of the 
group ; 

(b) If, immediately after the corpora¬ 
tion involved became a member of the 
group, common parent corporation or 
subsidiary, as the case may be, stock pos¬ 
sessing at least 80 percent of the voting 
power of all classes of its stock then out¬ 
standing and at least 80 percent of each 
class of its nonvoting stock then out¬ 
standing is owned, directly or indirectly, 
by substantially the same interests by 
which such stock was owned on January 
1, 1954; 

(c) If the affiliated group involved 
was formed, or the new subsidiary be¬ 
came a member of the group, as an inci¬ 
dent to an involuntary conversion or 
to a transfer made pursuant to an order 
of the Securities and Exchange Com¬ 
mission, the Federal Communications 
Commission, the Interstate Commerce 
Commission, or a similar regulatory body 
of State or Federal Government; or 

(d) To the extent to which, upon con¬ 
sideration of the facts or circumstances 
presented by the particular case, the 
Commissioner determines that a con¬ 
solidated taxable income computed with 
respect to the affiliated group, but with¬ 
out regard to subdivisions (i) and (ii) 
of this subparagraph, will not serve to 
distort the income tax liability of the 
group or of any of its members. 

(10) Loss to group of investment in an 
affiliate. In the case of a loss to one or 
more members of an affiliated group 
sustained during the taxable year as the 
result of the worthlessness of the invest¬ 
ment of such members in another af¬ 
filiate, whether such investment was 
reflected in the stock, bonds, or open ac¬ 
count advances to such other affiliate— 

(i) Such losses shall be taken into ac¬ 
count in the computation of consolidated 
taxable income for the year of the loss 
in an amount not greater in the aggre¬ 
gate than the excess of the consolidated 
taxable income for such year computed 
without regard to any such loss over 
that portion of such consolidated tax¬ 
able income so computed attributable to 
such other affiliate; and 

(11) The portion of any such loss oth¬ 
erwise allowable as a deduction for the 
taxable year which is disallowed pur¬ 
suant to the provisions of subdivision (i) 
of this subparagraph shall be considered 
as a consolidated net operating loss to 
be taken into account as a consolidated 
carryback to the two preceding taxable 
years or, if the loss is sustained in a tax¬ 
able year ending after December 31. 1957, 
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the three preceding taxable years and as 
a consolidated carryover to the five suc¬ 
ceeding taxable years, but in an amount 
not greater for any taxable year than 
the excess of the consolidated taxable 
Income for such year, computed without 
regard to such carryover or carryback, 
as the case may be, over that portion of 
such consolidated taxable income so 
computed for such taxable year attrib¬ 
utable to such other affiliate. 

(11) Disposal of timber or coal —(i> 
Intercompany transactions. Section 631 

(b) or (c) (relating to the disposal of 
timber or coal) shall apply to an amount 
received by a member of the group only 
to the extent such amount is received by 
the member of the group as a party to a 
transaction described in section 631 (b) 
or (c) with persons not members of the 
group. 

(11) Application of sections 531 and 
541 to coal royalties. For the purpose 
of determining the consolidated accu¬ 
mulated taxable income and the con¬ 
solidated undistributed personal holding 
company income the provisions of 631 

(c) shall not apply to any amount re¬ 
ceived by a member of the group upon 
the disposal of coal. 

(12) Afine exploration expenditures — 
(i) Limitation under section 615 (a). If 
the aggregate of the deductions, com¬ 
puted without regard to this sentence, 
allowable under section 615 (a) to the 
several members of the group exceeds 
$ 100 , 000 , 

(a) The deduction under that section 
allowable to any member of the group 
shall be an amount which bears the same 
ratio to $100,000 as its deduction com¬ 
puted without regard to this sentence 
bears to the aggregate of such deduc¬ 
tions so computed for the members of 
the group, except that, 

(b) If all the members of the group 
consent in writing, the deduction under 
that section allowable to such member 
shall be the deduction under that sec¬ 
tion computed without regard to this 
sentence, or such part thereof as the 
common parent corporation shall deter¬ 
mine at the time the consent is filed, 
provided, however, that the aggregate of 
the deductions so allowable for all mem¬ 
bers of the group shall not exceed 
$100,000. 

(11) Limitation under 615 (c). If the 
limitation provided in section 615 (c) is 
applicable to any member of the group, 
such limitation shall be deemed appli¬ 
cable to all members of the group. 

(13) Apportionment of unused divi¬ 
dend carryover and allowance of consoli¬ 
dated deficiency dividends deduction — 
(i) Apportionment of unused dividend 
carryover. If an affiliated group filing 
a consolidated return has an unused 
consolidated dividend carryover and if 
there are included as members of such 
group one or more corporations which 
make separate returns, or join in a con¬ 
solidated return filed by another affili¬ 
ated group or if any member of the group 
computes its tax liability under section 
541 pursuant to the last sentence of 
paragraph (b)(4) of § 1.1502-30A. in a 
succeeding taxable year, the portion of 
such unused consolidated dividend car¬ 
ryover attributable to such corporations 
severally shall be determined for the 
purpose of the dividend carryover, such 


portion in the case of any such corpora¬ 
tion shall be determined in an amount 
proportionate to the deduction for divi¬ 
dends paid and the taxable incomes of 
the several affiliated corporations (deter¬ 
mined with the adjustments provided in 
section 545) to the extent that such de¬ 
duction and such taxable income were 
taken into account in the computation of 
the consolidated dividend carryover and 
the consolidated and undistributed per¬ 
sonal holding company income. 

(ii) Deficiency dividends deduction. 
For the purpose of applying section 547, 
relating to deficiency dividends, in case 
the affiliated group is subject to tax on 
its consolidated undistributed personal 
holding company income for the taxable 
year to which the deficiency in personal 
holding company tax relates, the con¬ 
solidated deficiency dividends deduction 
described in paragraph (a) (25) of this 
section shall be allowed. 

(14) Apportionment of consolidated 
charitable contribution deduction. If 
an affiliated group filing a consolidated 
return has an excess of the consolidated 
charitable contribution deduction over 
the limitation of paragraph (a) (1) (i) 
(c) of this section for the taxable year, 
and if there are included as members 
of such group one or more corporations 
which make separate returns or join in a 
consolidated return filed by another af¬ 
filiated group in a succeeding taxable 
year, the portion of such excess attribut¬ 
able to such corporations severally shall 
be determined, such portion in the case 
of any such corporation being deter¬ 
mined in an amount proportionate to 
such excess as the contributions of each 
such corporation bear to the aggregate 
of such contributions. 

(15) Limitation on section 175 carry¬ 
overs from separate return years. In no 
case shall there be included in the con¬ 
solidated section 175 deductions for the 
taxable year as consolidated section 175 
carryovers under paragraph (a) (35) (ii) 
of this section (relating to excess section 
175 deductions of a corporation for years 
for which separate returns were filed or 
for wiiich such corporation joined in a 
consolidated return filed by another af¬ 
filiated group), an amount exceeding in 
the aggregate the amount by w T hich 25 
percent of the gross income of such cor¬ 
poration derived from farming included 
in the computation of the consolidated 
section 175 gross income for the taxable 
year exceeds the amount of the expendi¬ 
tures of such corporation of the taxable 
year deductible under section 175. 

(16) Apportionment of consolidated 
section 175 deduction. If an affiliated 
group filing a consolidated return has an 
excess of the consolidated section 175 de¬ 
duction over the limitation of 25 percent 
of the consolidated section 175 gross in¬ 
come for the taxable year, and if there 
are included as members of such group 
one or more corporations which make 
separate returns, or are joined in a con¬ 
solidated return filed by another affili¬ 
ated group, in a succeeding taxable year, 
the portion of such excesses attributable 
to such corporations severally shall be 
determined; such portion in the case of 
any such corporation being determined 
in an amount proportionate to such ex¬ 
cess as the deductions of each such cor¬ 


poration bears to the aggregate of such 
deductions. 

(17) Applicability of consolidated 
section 175 deduction. An affiliated 
group shall not be eligible to use the 
consolidated section 175 deduction un¬ 
less all of the members of such group 
which are engaged in the business of 
farming during the taxable year have 
adopted, pursuant to section 175 (d). 
the method described in section 175. In 
the case of a corporation which is a 
member of an affiliated group which is 
not eligible to use the consolidated sec¬ 
tion 175 deduction, the deduction pro¬ 
vided by section 175 shall be used in the 
computation of the taxable income of 
such corporation in the same manner 
and under the same conditions as if a 
separate return were to be filed, except 
that the gross income from farming of 
such corporation shall be determined 
without regard to profits or losses on 
intercompany transactions; and proper 
adjustment shall be made to eliminate 
any distortion in the amount of gross 
income attributable to transactions 
between members of the group at 
markedly fictitious values. 

(18) Computation of consolidated 
accumulated taxable income. In the 
computation of consolidated accumu¬ 
lated taxable income no amount shall 
be taken into account with respect to 
any income or deductions attributable to 
members of the affiliated group which 
are subject to tax under section 541 as 
described in the last sentence of 
paragraph (b) (4) of § 1.1502-30A. 

(19) Law applicable to the computa¬ 
tion of consolidated dividends carryover . 
In the computation of the consolidated 
section 561 dividends paid deduction, the 
amount of the consolidated dividends 
carryover from a year to which subtitle 
A of the Code is not applicable to a tax¬ 
able year to which such sub title applies 
shall be determined under 26 CFR (1939) 
part 24 (Regulations 129) if a con¬ 
solidated return was filed for the year 
in which the dividends were paid or un¬ 
der the provisions of the Internal Rev¬ 
enue Code of 1939 if a separate return 


is filed for such year. 

(20) Law applicable to computation of 

\ficiency dividends deduction. If a de¬ 
cency is asserted with respect to a 
xable year which began before Janu- 
y 1, 1954, the amount of any den- 
ency dividend’’ shall include only 
nounts w T hich would have been i - 
udible in the computation of ine 
nsolidated basic surtax credit, as ae- 
led in 26 CFR (1939) Part 24 (Regu- 
tions 129), or in the computation unoer 
e Internal Revenue Code of 1939 of th 
isic surtax credit for such taxable. • 

the case may be. 

(21) Rules with respect to net opera - 
g losses under sections 381 and 382. 
) If. in the computation of the ■ co 
ilidated net operating loss' 
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respect to such transferor or distributor 
shaU not exceed the amount of the tax¬ 
able income of the acquiring corporation 
included in the computation of the con¬ 
solidated taxable income for the taxable 
year, adjusted as provided in subpara¬ 
graph (3)(ii) of this paragraph. The 
preceding sentence shall not apply to a 
carryover— 

(a) To taxable years beginning after 
December 31, 1963, attributable to a net 
operating loss or losses sustained by a 
corporation in a taxable year or years 
beginning before January 1, 1964, in 
which such corporation was (on each 
day of any such year) a member of the 
affiliated group, or 

(b) Attributable to a taxable year be¬ 
ginning after December 31,1963, in which 
the corporation sustaining the loss was 
(on each day of such year) a member 
of the affiliated group, provided that an 
election under section 1562 (relating to 
privilege of groups to elect multiple sur¬ 
tax exemptions) was not effective for 
such year. 

(ii) If, in addition to the amount de¬ 
scribed in subdivision (i) of this sub- 
paragraph, there is included an amount 
with respect to a net operating loss sus¬ 
tained by the acquiring corporation in a 
year for which it filed separate returns 
or for which it joined in a consolidated 
return filed by another affiliated group, 
the losses sustained by both the acquir¬ 
ing corporation and the transferor or 
distributor corporation which may be 
taken into account as a net operating 
loss deduction in determining the con¬ 
solidated taxable income may not exceed 
the taxable income of the acquiring 
corporation included in the computation 
of the consolidated taxable income for 
the taxable year, adjusted as provided in 
subparagraph (3) (ii) of this paragraph. 
The preceding sentence shall not apply 
to a carryover— 


(a) To taxable years beginning after 
December 31, 1963, attributable to a net 
operating loss or losses sustained by the 
acquiring corporation in a taxable year 
iocJ e ? rs ginning before January 1, 
in which such corporation was (on 
each day of any such year) a member 
of the affiliated group, or 
<b) Attributable to a net operating 
oss sustained by the acquiring corpo¬ 
ration in a taxable year beginning after 
December 31, 1963, in which such corpo- 
tion was (on each day of such year) 
tk® affiliated group, pro- 
an elec Uon under section 1562 
imhim i 1e 10 l )rivi lege of groups to elect 
pffniJF e r snrtax exemptions) was not 
tul Ve for such year. 

pur Poses of subdivisions (i) 
trancf l> of this su bparagraph, if the 
a or distributor corporation was 

another affiliated group 
e Au a consolidated return, the 
Inc Wo °I con solidated net operat- 
attrihnf such affl iiated group, if any, 
* ««* transferor or dis- 
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ject to the limitations upon net operat¬ 
ing losses provided by section 382, such 
section shall be applicable with respect 
to such member as if the portion of such 
consolidated net operating loss attribu¬ 
table to such corporation were a net 
operating loss of such corporation sep¬ 
arately sustained. 

(22) Rules with respect to capital loss 
carryovers under section 381. (i) If in 
the computation of the consolidated net 
capital loss carryovers for a taxable year 
there is included an amount with re¬ 
spect to a net capital loss of a corpora¬ 
tion, sustained in a taxable year for 
which It filed a separate return or for 
wliich such corporation joined in a con¬ 
solidated return filed by another affiliated 
group, which is a transferor or distribu¬ 
tor of property to a member of the af¬ 
filiated group within the meaning of 
section 381 (a), the amount allowable 
with respect to such transferor or dis¬ 
tributor shall not exceed the net capital 
gains of the acquiring corporation (de¬ 
termined without regard to any net cap¬ 
ital loss carryover) included in the 
computation of the consolidated net cap¬ 
ital gain for the taxable year increased 
with respect to its separate gains for 
involuntary conversions and from sales 
or exchanges of property subject to the 
provisions of section 1231. 

(ii) If there is included under para¬ 
graph (a) (11) (ii) of this section an 
amount with respect to net capital 
losses separately sustained by such ac¬ 
quiring corporation in years for which 
separate returns were filed or for which 
such corporation joined in a consoli¬ 
dated return filed by another affliiated 
group, the limitation described in sub¬ 
division (i) of this subparagraph shall 
be applicable with respect to the aggre¬ 
gate of such losses and the losses of its 
transferor or distributor corporations. 

(iii) For purposes of subdivisions (i) 
and (ii) of this subparagraph, if the 
transferor or distributor corporation was 
a member of another affliiated group 
which filed a consolidated return, the 
amount of the consolidated net capital 
loss of such affiliated group, if any. at¬ 
tributable to such transferor or distrib¬ 
utor. shall be treated as the net capital 
loss of such corporation separately 
sustained. 

(c) Stateynents and schedules for sub¬ 
sidiaries. The statement of gross in¬ 
come and deductions and the several 
schedules required by the instructions 
on the return must be prepared and 
filed by the common parent corporation 
in columnar form so that the details of 
the items of gross income, deductions, 
and credits, for each member of the 
affliiated group, may be readily audited. 
Such statements and schedules shall in¬ 
clude in columnar form a reconciliation 
of surplus for each such corporation, 
together with a reconciliation of the 
consolidated surplus. Consolidated bal¬ 
ance sheets as of the beginning and close 
of the taxable year of the group, taken 
from the books of the members of the 
group, shall accompany the consoli¬ 
dated return prepared in a form similar 
to that required for reconciliation of 
surplus. If any member of the affiliated 
group computes its tax under section 


541 in the manner provided in paragraph 
(b)(4) of § 1.1502-30A, a personal hold¬ 
ing company schedule for such corpora¬ 
tion shall be filed with the consolidated 
return. 

(d) Net operating loss deduction , ex¬ 
cess charitable contributions , excess sec¬ 
tion 175 deductions , and dividend carry¬ 
over before or after consolidated re¬ 
turn —(1) Net operating loss deduction. 
The consolidated net operating loss of 
an affiliated group shall be used in com¬ 
puting the consolidated net operating 
loss deduction notwithstanding that one 
or more members of the group in the 
taxable year in which such loss origi¬ 
nates make separate returns (or join 
in a consolidated return made by another 
affliiated group) for a subsequent tax¬ 
able year (or in the case of a carryback 
computation for a preceding taxable 
year), but only to the extent that such 
consolidated net operating loss is not at¬ 
tributable to such corporations. Such 
portion of such consolidated net operat¬ 
ing loss as is attributable to the several 
corporations making separate returns 
(or joining in a consolidated return 
made by another affliiated group) for 
a subsequent taxable year (or in the case 
of a carryback computation for a pre¬ 
ceding taxable year) shall be used by 
such corporations severally as carryovers 
or as carrybacks in such separate returns 
or in such consolidated returns of the 
other affiliated group. Any net operat¬ 
ing loss separately sustained by a cor¬ 
poration prior to a first taxable year in 
respect of which its income is included 
in the consolidated return of the group 
(or sustained in either of the two tax¬ 
able years immediately following a con¬ 
solidated return year or any of the three 
taxable years so following if sustained in 
a taxable year ending after December 
31, 1957) shall be used in computing the 
net operating loss deduction of such cor¬ 
poration (or the consolidated net operat¬ 
ing loss deduction of another affliiated 
group of which it becomes a member) 
for a subsequent taxable year for which 
it makes a separate return or joins in a 
consolidated return of another group, 
but only to the extent that such net op¬ 
erating loss was not absorbed (either as 
a carryover or as a carryback) in the 
computation of the consolidated net op¬ 
erating loss deduction for consolidated 
return periods. 

(2) Excess charitable contributions. 
The excess of the consolidated charitable 
contributions over the 5-percent limita¬ 
tion of paragraph (a)(l)(i)(c) of this 
section shall be used in computing 
the consolidated charitable contribution 
carryover notwithstanding that one or 
more members of the group in the tax¬ 
able year in which such carryover 
originates make separate returns (or 
join in a consolidated return made by 
another affiliated group) for a sub¬ 
sequent taxable year, but only to the ex¬ 
tent that such excess charitable contri¬ 
bution is not attributable to such 
corporations. Such portion of such 
excess charitable contributions as is 
attributable to the several corporations 
making separate returns (or joining in 
a consolidated return made by another 
affliiated group) for a subsequent tax- 
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able year shall be used by such corpo¬ 
rations severally as carryovers in such 
separate returns or in such consolidated 
returns of the other affiliated group. 
Any excess of charitable contributions of 
a corporation for the year prior to a first 
taxable year in respect of which its in¬ 
come is included in the consolidated 
return of the group shall be used in com¬ 
puting the charitable contribution de¬ 
duction of such corporation (or the 
consolidated charitable contribution de¬ 
duction of another affiliated group of 
which it becomes a member) for a sub¬ 
sequent taxable year for which it makes 
a separate return or joins in a con¬ 
solidated return of another group, but 
only to the extent that such excess 
charitable contribution was not absorbed 
as a carryover in the consolidated chari¬ 
table contribution deduction for con¬ 
solidated return periods. In applying 
this paragraph, the excess of the con¬ 
solidated charitable contributions over 
the 5-percent limitation shall be reduced 
by the increase in a consolidated or 
separate net operating loss carryover re¬ 
sulting from such excess. 

(3) Excess section 175 deductions . 
The excess of the deductions under sec¬ 
tion 175 over the limitation of 25 per¬ 
cent provided in paragraph (a) (1) (i) (/) 
of this section shall be used in comput¬ 
ing the consolidated section 175 carry¬ 
over notwithstanding that one or more 
members of the group in the taxable year 
in which such carryover originates make 
separate returns (or join in a consoli¬ 
dated return made by another affiliated 
group) for a subsequent taxable year, but 
only to the extent that such excess sec¬ 
tion 175 deduction is not attributable to 
such corporations. Such portion of such 
excess section 175 deductions as is 
attributable to the several corporations 
making separate returns (or joining in 
a consolidated return made by another 
affiliated group) for a subsequent tax¬ 
able year shall be used by such corpo¬ 
rations severally as carryovers in such 
separate returns or in such consolidated 
returns of the other affiliated group. 
Any excess of section 175 deductions of 
a corporation for a year prior to a first 
taxable year in respect of which its in¬ 
come is included in the consolidated 
return of the group shall be used in 
computing the section 175 deduction of 
such corporation (or the consolidated 
section 175 deduction of another 
affiliated group of which it becomes a 
member) for a subsequent taxable year 
for which it makes a separate return or 
joins in a consolidated return of another 
group, but only to the extent that such 
excess section 175 deduction was not 
absorbed as a carryover in the computa¬ 
tion of a consolidated section 175 de¬ 
duction for consolidated return periods. 

(4) Unused consolidated dividend car¬ 
ryover. The unused consolidated divi¬ 
dend carryover shall be used in comput¬ 
ing the consolidated dividend carryover 
notwithstanding that one or more mem¬ 
bers of the group in the taxable year in 
which such carryover originates make 
separate returns (or join in a consoli¬ 
dated return made by another affiliated 
group) for a subsequent taxable year, 
but only to the extent that such unused 
consolidated dividend carryover is not 
attributable to such corporations. Such 


portion of such unused consolidated divi¬ 
dend carryover as is attributable to the 
several corporations making separate re¬ 
turns or computing their tax liability 
under section 541 pursuant to the last 
sentence of paragraph (b) (4) of § 1.1502- 
30A (or joining in a consolidated return 
made by another affiliated group) for a 
subsequent taxable year shall be used by 
such corporations severally as carryovers 
in such separate returns, in such separate 
computations under section 541, or in 
such consolidated returns of the other 
affiliated group. Any unused dividend 
carryover of a corporation separately 
produced for a year prior to a taxable 
year in respect of which its tax liability 
under section 541 is computed upon 
the consolidated undistributed personal 
holding company income shall be used 
in computing the dividend carryover of 
such corporation (or the consolidated 
dividend carryover of another affiliated 
group of which it becomes a member) 
for a subsequent taxable year for which 
it makes a separate return or joins in 
a consolidated return of another group, 
but only to the extent that such unused 
dividend carryover was not absorbed in 
the computation of the consolidated sec¬ 
tion 561 dividends paid deduction for 
the intervening consolidated return 
period. 

(e) Taxable year of less than 12 
months . Any period of less than 12 
months for which either a separate re¬ 
turn or a consolidated return is filed 
under the provisions of § 1.1502-13A shall 
be considered as a taxable year. 

§ 1.1502—32A Method of computation of 
income for period of less than 12 
months. 

If a corporation, during the taxable 
year of the group, becomes a member or 
ceases to be a member of an affiliated 
group which makes or is required to 
make a consolidated return for such 
year, the income of such corporation to 
be included in the consolidated return 
shall be computed on the basis of its 
income as shown by its books if the ac¬ 
counts are so kept that the income for 
the period during which it is a member 
of the group can be clearly and accu¬ 
rately determined. If the accounts are 
not so kept, the income to be included in 
the consolidated return shall be com¬ 
puted on the basis of that proportion of 
its income (subject to the elimination of 
items exempt from the taxation and the 
addition of items not allowable as deduc¬ 
tions) for the full period covered by its 
books which the number of days for 
which its income is included in the con¬ 
solidated return bears to the number of 
days in the full period covered by its 
books; but, in the discretion of the Com¬ 
missioner, there may be eliminated be¬ 
fore the proration is made items of 
income or deduction clearly and accu¬ 
rately determined to be attributable to 
particular periods, and, after the pro¬ 
ration is made, such eliminated items 
will be added to (if items of income) or 
deducted from (if deductible items) the 
income determined by proration for the 
period to which such items are appli¬ 
cable. 


§ 1.1502—33A Gain or loss from sale* of 
stork, or bonds or other obligations. 


Gain or loss from the sale or other 
disposition (whether or not during a con¬ 
solidated return period), by a corpora¬ 
tion which during any period of time has 
been a member of an affiliated group 
which makes or is required to make a 
consolidated return, of any share of 
stock or any bond or other obligation is¬ 
sued or incurred by another corporation 
which during any part of such period 
was a member of the same group, shall 
be determined, and the extent to which 
such gain or loss shall be recognized and 
shall be taken into account shall also be 
determined, in the same manner, to the 
same extent, and upon the same condi¬ 
tions as though such corporations had 
never been affiliated except— 

(a) In the case of a disposition (by 
sale, or in complete or partial liquidation 
not involving cash in an amount in ex¬ 
cess of the adjusted basis of both the 
stock and the bonds and other indebted¬ 
ness liquidated, or otherwise) during a 
consolidated return period to another 
member of the group (§§ 1.1502-31A and 
1.1502—37A) * 

(b) That the basis for determining 
the gain or loss, in the case of shares of 
stock, or in the case of bonds or other 
obligations, held during any part of a 
consolidated return period, shall be de¬ 
termined in accordance with §§ 1.1502- 
34A and 1.1502-35A; and 

(c) As provided in § 1.1502-36A (im¬ 
posing certain limitations upon losses 
otherwise allowable upon sales of stock, 
or bonds or other obligations). 

§ 1.1502-34A Sale of Mock; ba*i* for 
determining gain or lof*5. 


(a) Scope of section. This section pre¬ 
scribes the basis for determining the gain 
or loss upon any sale or other disposition 
(hereinafter referred to as “sale”) by a 
corporation which is (or has been) a 
member of an affiliated group which 
makes (or has made) a consolidated re¬ 
turn for any taxable year, of any share 
of stock issued by another member of 
such group (whether issued before or 
during the period that it was a member 
of the group and whether issued before, 
during, or after the taxable year 19-9). 
and held by the selling corporation dur¬ 
ing any part of a period for which a 
consolidated return is made or requtfea 
under the regulations under section 150/. 
For the basis in the case of a sale oi 


bonds, see § 1.1502-35A. 

(b) Sales made while selling corpora¬ 
tion is member of affiliated group. 
the sale is made within a period during 
which the selling corporation is a mem¬ 
ber of the affiliated group, whether or 
not during a consolidated return pe • 
and whether or not, as a result of suen 
sale, the issuing corporation ceases to dc 
a member of the group, the basis shall 
be determined as follows: 

(1) The aggregate bases of an sh . 
of stock of the issuing coloration heia 
by each member of the affihatedg 
(exclusive of the issuing corporation) 
immediately prior to the sale, sh _ 
determined separately for ea °*J ® ce 
of the group, and adjusted in accordance 
with the other provisions of subtit 
of the Code, but without regard tt> 
adjustment under the last sent 
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section 1051 relating to losses of the 
issuing corporation sustained by such 
corporation after it became a member of 
the group. 

(2) From the combined aggregate 
bases as determined in subparagraph 
(D of this paragraph, there shall be 
deducted the sum of— 

(i) All losses of such issuing corpora¬ 
tion sustained during taxable years for 
which consolidated income tax returns 
were made or were required (whether 
the taxable year 1929 or any prior or sub¬ 
sequent taxable year) after such corpo¬ 
ration became a member of the affiliated 
group and prior to the sale of the stock 
to the extent that such losses could not 
have been availed of by such corpora¬ 
tion as net loss or net operating loss in 
computing its net income or taxable in¬ 
come, as the case may be, for such tax¬ 
able years if it had made a separate 
return for each of such years, 

(ii) With respect to each of such tax¬ 
able years for which consolidated re¬ 
turns were made or were required both 
for income and for excess profits tax pur¬ 


poses, the excess, if any, of all losses of 
such issuing corporation for such year, 
properly adjusted in the computation of 
consolidated excess profits net Income 
over the amount of such losses for such 
year computed under subdivision (1) of 
this subparagraph to the extent that 
such excess could not have been availed 
of by such corporation as a net operating 
loss in computing its excess profits net 
income for such taxable years if it had 
made a separate return for each of such 
years, and 

(iii) With respect to each of such tax¬ 
able years for which consolidated returns 
were made or were required for excess 
profits tax purposes only, all losses of 
such issuing corporation for such year, 
properly adjusted in the computation of 
consolidated excess profits net income, 
to the extent that such losses could not 
have been availed of by such corporation 
as a net operating loss in computing its 
excess profits net income for such tax¬ 
able years if it had made a separate 
excess profits tax return for each of such 
years, 

reduced by any losses of the issuing cor¬ 
poration apportioned under this section 
to its stock sold or otherwise disposed of 
id a prior transaction, disregarding any 
transaction between members of the 
affiliated group during a consolidated in- 
come or excess profits tax return period 
which did not constitute a partial liqui¬ 
dation of the issuing corporation. For 
®^y taxable year in which the group sus- 
ained a consolidated loss not availed of 
“•prior or subsequent years as a deduc- 
. u ? c ^ er ne t loss or net operating loss 
thfo V s the am ount deducted under 

d?inJ U u Paragraph sha11 be further re- 
uucea by an amount equal to that pro- 
portion of such consolidated loss which 
thr> vo* 5 * ,°* the lssu *ng corporation for 
il e * ar A n wbicb such loss was sustained 
Zrl *J°i he losses of the mem- 

group for such 

of sum of tbe aggregate bases 

ded»rH hares ot stock * a f ter making the 
this ni n Under subparagraph (2) of 
paragra P h * shall then be appor- 
ned among the members of the afflli- 
group which hold stock of the 
c °rporation, by allocating to each 


such member that proportion of the sum 
of the aggregate bases so reduced which 
the aggregate basis of the stock in the 
issuing corporation held by such member 
bears to the sum of the aggregate bases. 

(4) The aggregate basis as deter¬ 
mined under subparagraph (3) of this 
paragraph for each member of the 
affiliated group shall then be equitably 
apportioned among the several classes 
of stock of the issuing corporation held 
by such member according to the cir¬ 
cumstances of the case—ordinarily by 
allocating to each class of such stock 
that proportion of the aggregate basis 
which the basis of each class of such 
stock held by it at the time of the sale 
is to the sum of the bases of the several 
classes of such stock held by it. 

(5) The basis of each share of stock 
of each class held by a member of the 
affiliated group shall then be deter¬ 
mined by dividing the basis apportioned 
to such class under subparagraph (4) of 
this paragraph by the total number of 
shares of such class held by It. 

(c) Sales after selling corporation has 
ceased to be member of affiliated group . 
If the sale is made after the selling cor¬ 
poration has ceased to be a member of 
the affiliated group, such basis shall be 
determined in accordance with para¬ 
graph (b) of this section, except that— 

(1) The aggregate basis (under para¬ 
graph (b) (1) of this section) shall be 
determined for all shares of the issuing 
corporation held by each member of the 
group immediately prior to the time the 
selling corporation ceased to be a mem¬ 
ber of the group (rather than immedi¬ 
ately prior to the sale); 

(2) The reduction (under paragraph 
(b) (2) of this section) with respect to 
losses apportioned to stock sold or other¬ 
wise disposed of in prior transactions 
shall be determined without regard to 
the transaction which terminated the 
affiliation and all subsequent trans¬ 
actions; 

(3) The allocation (under paragraph 
(b) (3) of this section) shall be made 
to each member of the group which held 
stock of the issuing corporation immedi¬ 
ately prior to the time the selling cor¬ 
poration ceased to be a member of the 
group (rather than to the members hold¬ 
ing such stock at the time of the sale); 
and 

<4) The basis of each share of stock 
held by the selling corporation (deter¬ 
mined, as above, as of the time the sell¬ 
ing corporation ceased to be a member 
of the group) shall then be adjusted in 
accordance with the other provisions of 
subtitle A of the Code In order to deter¬ 
mine the basis at the time of the sale. 

(d) Definition of “loss", 04 consolidated 
loss ", 4t net loss”, or u net operating loss”, 
and “consolidated excess profits net in¬ 
come ”. As used in this section the term 
“loss" means either the excess over the 
gross income of the issuing corporation 
of the sum of its allowable deductions 
(not including any net loss or net oper¬ 
ating loss deduction) allowable in com¬ 
puting consolidated taxable income or 
the excess over the gross income of the 
issuing corporation of the sum of its 
allowable deductions (not Including any 
net loss or net operating loss deduction), 
plus the proportionate part properly at¬ 
tributable to such corporation of the 
credits relating to interest on certain 


Government obligations and dividends 
received allowable in computing consoli¬ 
dated normal tax net income, the con¬ 
solidated special class net income or 
consolidated net income subject to tax 
determined in accordance with the In¬ 
ternal Revenue Code of 1939 and provi¬ 
sions of consolidated returns regulations 
applicable to the period. The term 
“consolidated loss" means the excess 
of the sum of the losses, separately com¬ 
puted, over the sum of the normal tax 
net income, the special class net income, 
the net income subject to tax or the tax¬ 
able income determined in accordance 
with the provisions of subtitle A of the 
Internal Revenue Code of 1954, or the 
Internal Revenue Code of 1939, or the 
Revenue Act, and pursuant to the pro¬ 
visions of consolidated returns regula¬ 
tions applicable to the period; the term 
“net loss" or “net operating loss" means 
the net loss or net operating loss, as the 
case may be, determined in accordance 
with the provisions of subtitle A of the 
Internal Revenue Code of 1954. or the 
Internal Revenue Code of 1939, or the 
Revenue Act, and pursuant to the pro¬ 
visions of consolidated returns regula¬ 
tions applicable to the period; and the 
term “consolidated excess profits net in¬ 
come" means the consolidated excess 
profits net income or consolidated sec¬ 
tion 433 (a) excess profits net income 
determined in accordance with the pro¬ 
visions of the Internal Revenue Code of 
1939 or the Revenue Act and pursuant 
to the provisions of consolidated returns 
regulations applicable to the period. 

§ 1.1502—35A Sale of bonds or other ob¬ 
ligations; basis for determining gain 
or loss. 

In the case of a sale or other disposi¬ 
tion by a corporation, which is (or has 
been) a member of an affiliated group 
which makes (or has made) a consoli¬ 
dated income tax or excess profits tax 
return for any taxable year, of bonds 
or other obligations issued or incurred 
by another member of such group 
(whether or not issued or incurred while 
it was a member of the group and 
whether issued or incurred before, dur¬ 
ing, or after the taxable year 1929) and 
held by the selling corporation during 
any part of a period for which a con¬ 
solidated return is made or required 
under the regulations under section 1502. 
the basis of each bond or obligation, for 
determining the gain or loss upon such 
sale or other disposition, determined in 
accordance with the other provisions of 
subtitle A of the Code, but without regard 
to any adjustment under the last sen¬ 
tence of section 1051. shall be decreased 
(except as otherwise provided in this sec¬ 
tion) by the excess, if any, of the aggre¬ 
gate of the deductions computed under 
paragraph (b) (2) or (c) of $ 1.1502-34A 
over the sum of the aggregate bases of 
the stock of the debtor corporation as 
computed under paragraph (b) (1) or (c) 
of § 1.1502-34A as the case may be. held 
by the members of the group. The 
adjustment with respect to so much of 
such deductions as is based upon losses 
sustained during the taxable year 1929 
and subsequent taxable years for which 
the last day prescribed by law for the 
filing of the return fell on or before 
March 1, 1945 (the date on which 
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Treasury Decision 5441 was filed with 
the Division of the Federal Register), 
and availed of on consolidated returns 
filed for such years shall be made only 
in those cases in which the sales or 
other disposition of such bonds or other 
obligations resulted in a loss. See also 
§ 1.1502-40A relating to disallowance of 
loss upon intercompany bad debts. 

§ 1.1302—36A Limitation on allowable 
losses on sale of stock, or bonds, or 
other obligations. 

(a) General rule. No loss shall be 
allowed under §§ 1.1502-33A, 1.1502-34A, 
or 1.1502-35A upon the sale or other dis¬ 
position of stock or bonds or obligations 
to the extent that such loss is attrib¬ 
utable to— 

(1) Transfers of assets within the affil¬ 
iated group (by sale, gift, or otherwise) 
without consideration or at markedly 
fictitious values, during the period in 
which the corporations were affiliated 
(whether or not a consolidated return 
was made), or 

(2) A distribution during a period in 
which the corporations were affiliated of 
earnings or profits accumulated prior 
to the date upon which the distributing 
corporation became a member of the 
group. 

(b) Qualification of general rule. 
Paragraph (a) of this section shall not 
be considered as in any way limiting the 
operation of the provisions of subtitle A 
of the Code relating to the basis for de¬ 
termining gain or loss upon the sale or 
other disposition of property, but as 
being in amplification of and not in sub¬ 
stitution for such provisions; subject, 
however, to this qualification: that to 
the extent that the transfers of assets 
referred to in paragraph (a) of this sec¬ 
tion are taken into account under the 
terms of subtitle A in making adjust¬ 
ments in the basis, such transfers will 
not be taken into account, in denying 
losses under paragraph (a) of this 
section. 

§ 1.1502—37A Liquidations; recognition 
of gain or loss. 

(a) During consolidated return period. 

(1) Gain or loss shall not be recognized 
upon a distribution during a consolidated 
return period, by a member of an affili¬ 
ated group to another member of such 
group, in cancellation or redemption of 
all or any portion of its stock, except— 

(i) Where such distribution is in com¬ 
plete liquidation and redemption of all of 
its stock (whether in one distribution or 
a series) and of its bonds and other in¬ 
debtedness, if any, and falls without the 
provisions of section 332, and is the result 
of a bona fide termination of the business 
and operations of such member of the 
group, in which case the adjustments 
specified in §§ 1.1502-34A and 1.1502-35A 
shall be made, and § 1.1502-36A shall be 
applicable; 

(ii) Where such a distribution without 
the provisions of section 332 is one made 
in cash in an amount in excess of the 
adjusted basis of the stock, and bonds 
and other indebtedness, in which case 
gain shall be recognized to the extent of 
such excess; or 

(iii) Where the basis of the property 
distributed in the hands of the distribu¬ 
tee is determined by reference to section 
334(b)(2), in which case gain shall be 
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recognized as provided in section 1245(a) 

( 1 ). 

(2) When the business and operations 
of the liquidated member of the affiliated 
group are continued by another member 
of the group, it shall not be considered a 
bona fide termination of the business and 
operations of the liquidated member. 
With respect to the acquisition of its 
bonds by the issuing company, see 
paragraph (b) of § 1.1502-41A. 

(3) For the purpose of determining 
whether an affiliated corporation re¬ 
ceiving property in a liquidating distribu¬ 
tion qualifies under the provisions of 
section 332(b)(1). the aggregate 
amount of the stock of the liquidated 
corporation owned by the several mem¬ 
bers of the affiliated group on the date 
of the adoption of the plan of liquidation 
and at all times, subsequent thereto and 
prior to the receipt of the property in 
liquidation shall be considered as owned 
by the distributee. 

(b) After consolidated return period . 
In case any such distribution is made 
after a consolidated return period, 
whether in complete or partial liquida¬ 
tion, except a complete liquidation 
within the provisions of section 332 (b), 
with respect to stock and with respect 
to bonds, debentures, notes, certificates, 
and other indebtedness of the liquidated 
corporation acquired prior to or during 
any taxable year subsequent to 1928 for 
which a consolidated income or excess 
profits tax return was filed, the ad¬ 
justments specified in §§ 1.1502-34A and 
1.1502-35A shall be made, and § 1.1502- 
36A will be applicable. 

§ 1.1502-38A Basis of property. 

(a) General rule. Subject to the pro¬ 
visions of paragraphs (b) and (c) of this 
section and except as otherwise provided 
in §§ 1.1502-34A, 1.1502-35A, and 1.1502- 
39 A, the basis during a consolidated re¬ 
turn period for determining the gain or 
loss from the sale or other disposition of 
property, or upon which exhaustion, 
wear and tear, obsolescence, amortiza¬ 
tion, and depletion are to be allowed, 
shall be determined and adjusted in the 
same manner as if the corporations were 
not affiliated, whether such property was 
acquired before or during a consolidated 
return period. Except as otherwise pro¬ 
vided in §1.1502-39A. such basis immedi¬ 
ately after a consolidated return period 
(whether the affiliation has been broken 
or whether the privilege of making a 
consolidated return is not exercised) 
shall be the sdme as immediately prior 
to the close of such period. 

(b) Intercompany transactions . The 
basis prescribed in paragraph (a) of this 
section shall not be affected by reason 
of a transfer during a consolidated re¬ 
turn period, other than upon liquidation 
as provided in paragraph (c) of this 
section (whether by sale, gift, dividend, 
or otherwise) from a member of the 
affiliated group to another member of 
such group. 

(c) Basis after liquidation. (1) Where 
property is acquired upon a distribution 
described in paragraph (a) of § 1.1502- 
37A in which gain or loss is recognized to 
the distributee, the basis of such property 
shall be its fair market value at date of 
acquisition. 


(2) Where property is acquired upon 
a liquidation to which section 332 is ap¬ 
plicable and if the first distribution in 
pursuance of the plan of liquidation oc¬ 
curs on or after June 22,1954— 

(i) Unless subdivision (ii) of this sub- 
paragraph is applicable, the basis of such 
property shall be the same as it would be 
in the hands of the transferor; 

(ii) If the basis of such property is de¬ 
termined by reference to section 334(b) 
(2), such section (and, if applicable, sec¬ 
tion 1245(c)) shall be applicable in deter¬ 
mining the basis of property received on 
the liquidation (except property received 
by the liquidating corporation from other 
members of the affiliated group during a 
consolidated return period) and to any 
property transferred by the liquidating 
corporation to other members of the 
group during a consolidated return pe¬ 
riod as if such property had not been 
transferred and was received in such 
liquidation. In addition, proper adjust¬ 
ment shall be made with respect to the 
effect of any other transactions between 
members of the group during a consoli¬ 
dated return period which creates a dis¬ 
tortion of income or a substantial varia¬ 
tion in basis of property from the basis 
such property would have had if there 
had been no such transactions. 

(3) Where property is acquired upon a 
distribution (not a complete liquidation 
within the provisions of section 332 (b)) 
in which gain or loss to the distributee 
is not recognized as provided in para¬ 
graph (a) of § 1.1502-37A the basis of 
such property shall be the same as the 
basis of the stock and the bonds and 
other obligations exchanged therefor, 


adjusted for— 

(i) The transfer of assets within the 
affiliated group by the distributing cor¬ 
poration (by sale, gift, or otherwise) 
without consideration or at markedly 
fictitious values, during the period for 
which the corporations were affiliated 
(whether or not a consolidated return 
was made); 

(ii) Distributions during a period in 
which the corporations were affiliated of 
earnings or profits accumulated prior to 
the date upon which the distributing 
corporation became a member of the 


group; and 

(iii) Cash received in the distribution. 

(4) Where property was acquired 
upon a distribution in which gain or loss 
to the distributee was recognized pur¬ 
suant to the provisions of section 333 (a> 
or the corresponding provisions of the 
Internal Revenue Code of 1939 or the 
Revenue Act of 1938. the basis of suen 
property shall be the same as the basis 
of the stock exchanged therefor, aa* 
justed for— _ 

(i) The transfer of assets within tne 
affiliated group by the distributing cor¬ 
poration (by sale, gift, or otherwise 
without consideration or at marKeaiy 
fictitious values, during the period tor 
which the corporations were affiliated 






vas made); 

(ii) Distribution during a consolidated 

•eturn period of earnings or Profits ' 
jumulated prior to the date upon w 
he distributing corporation became a 
nember of the group; 
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(iv) The amount of gain recognized to 
the distributee in the liquidation. 

(d) Basis not affected by acquisition 
or sale of stock. Neither the acquisition 
of stock of a corporation nor its sale or 
other disposition shall affect the basis 
of the property of such corporation for 
determining gain or loss or upon which 
exhaustion, wear and tear, obsolescence, 
amortization, and depletion are to be 
allowed. 


§ 1.1502—39A Inventories. 


(a) Consolidated return for first year 
of affiliation. If the income of an affili¬ 
ated corporation is included in a consoli¬ 
dated return for the period immediately 
following the date upon which such cor¬ 
poration became a member of the affili¬ 
ated group, the value of its opening in¬ 
ventory to be used in computing the 
consolidated taxable income shall be the 
proper value of the closing inventory 
used in computing its taxable income for 
the preceding taxable year. 

(b) Consolidated return after separate 
return by affiliates. If— 

(1) A corporation which is a member 
of the affiliated group for the first con¬ 
solidated return period was a member 
of the group in the preceding taxable 
year, or 

(2) A corporation which filed a sep¬ 
arate return for its previous taxable year 
was not a member of the affiliated group 
within the meaning of section 141 of the 
Internal Revenue Code of 1939, at any 
time during the last taxable year of the 
group not subject to section 1502, but 
which would have been a member of the 
fn-oup during such period if section 1504 
had been applicable and is a member of 
the affiliated group filing a consolidated 
return for the first taxable year to which 
section 1502 is applicable, 


the value of its opening inventory to be 
used in computing the consolidated tax¬ 
able income for the first consolidated re¬ 
turn period shall be the proper value of 
the closing inventory used in computing 
its taxable income for the preceding tax- 
abie year, decreased in the amount of 
profits or increased in the amount of 
losses reflected in such inventories which 
arose in transactions between members 
or the affiliated group and which have 

Anti \ en reali ? ed by the group through 
nnai transactions with persons other 
than members of the group. 

Separate returns made after con - 
M'dated returns, if a corporation 
vrnn« < Was a mem ber of an affiliated 
rnAtfc n , a cons °Mdated return period 
return i M equired to make a separate 
♦hp vai for succeeding taxable year, 
uspd V 1« e 0f ifcs °P enin * inventory to be 
forcn 1 u Computing its taxable Income 
bp t 5 ch succeeding taxable year shall 
torv nc£r} Per value °t its closing inven- 
abi l m coj nputing consolidated tax- 

retur^ me * or the last consolidated 
of nrnfifcf ri0 ^ increase d in the amount 
losses d f creas ed in the amount of 
such inv^f nated in the computation of 
ing in .. nt0ry as proflts or losses aris- 
Of the nffir tions between members 
hot ted ? roup » but in an amount 

either fh«f dln8, in ^ case °* Profits, 
such inL am ° unt of profUs aris ing from 
^L^? 0m P any transactions re- 
corpornHn« ^ closing inventory of such 
°n tor such succeeding taxable 


year or the amount of such intercom¬ 
pany profits eliminated from its opening 
inventory for its first consolidated re¬ 
turn period pursuant to the provisions 
of paragraph (b) of this section, and not 
exceeding, in the case of losses, either the 
amount of losses arising from intercom¬ 
pany transactions reflected in the clos¬ 
ing inventory for such corporation for 
such succeeding taxable year or the 
amount of such intercompany losses 
eliminated from its opening inventory 
for its first consolidated return period 
pursuant to the provisions of paragraph 
(b) of this section. 

§ 1.1502—40A Had debt*. 

(a) Deduction during consolidated re - 
turn period. No deduction shall be al¬ 
lowed during a consolidated return pe¬ 
riod to any member of the affiliated group 
on account of worthlessness in whole or 
in part of any obligation (including ac¬ 
counts receivable, bonds, notes, debts, 
and claims of whatsoever nature) of any 
other corporation which was a member 
of the group as of the last day of the tax¬ 
able year or which was liquidated by the 
group during such year, except as a loss 
resulting from a bona fide termination 
of the business and operations of such 
other corporation, whether in liquidation 
or otherwise, in which case the loss shall 
be computed subject to the adjustments 
specified in § 1.1501-35A and the provi¬ 
sions of § 1.1502-36A shall be applicable. 

(b) Limitation of allowance after con¬ 
solidated return period. With respect to 
obligations (including accounts receiv¬ 
able) of a member of an affiliated group 
acquired in any way by another member 
of the group prior to or during any tax¬ 
able year subsequent to 1928 for which a 
consolidated income or excess profits tax 
return was filed, the adjustments pre¬ 
scribed with respect to the allowance of 
losses upon the sale of bonds shall be 
applicable to the allowance of any bad 
debt deduction for any period subsequent 
to the consolidated return period. See 
§ 1.1502-35A. 

§ 1.1502—41A Sale and retirement by 
corporation of its bonds. 

(a) Issued at discount or premium. If 
a corporation which during any taxable 
year has been a member of an affiliated 
group which makes or is required to make 
a consolidated return, has issued its 
bonds at a discount or premium (whether 
or not during a consolidated return pe¬ 
riod), deduction will be allowed for the 
amortization of the discount, and income 
included for the amortization of the 
premium, in the same manner, to the 
same extent, and upon the same condi¬ 
tions as if the corporation had never 
been affiliated, except that no deduction 
for amortization of discount shall be al¬ 
lowed. and no income shall be included 
for amortization of premium, during a 
period for which a consolidated return is 
made, on bonds of one member of the 
group owned by another member of the 
group. 

(b) Acquisition of bonds by issuing 
company . If a corporation which has 
been a member of an affiliated group 
which makes or is required to make a 
consolidated return, acquires its bonds 
(whether or not from another member 
of such group and whether or not during 
a consolidated return period), gain or 


loss shall be recognized in the same man¬ 
ner to the same extent and upon the 
6ame conditions as if the corporation had 
never been affiliated, except that, if such 
bonds are acquired from another mem¬ 
ber of the group during a consolidated 
return period, and in a transaction other 
than a distribution in a liquidation in 
which gain or loss to the distributee is 
recognized pursuant to paragraph (a) of 
§ 1.1502-37A in determining the gain or 
loss to the issuing company from such 
acquisition, the basis thereof to such 
other member of the group shall be 
deemed the purchase price. 

§ 1.1502-42A Capital lo 8$ limitations 
and carryover. 

(a) The provisions of sections 165, 
832(c)(5), 1211, 1212, and 1231 with 
respect to gains and losses from sales 
or exchanges of capital assets shall be 
applied, in respect of such gains and 
losses sustained during a consolidated 
return period as if the affiliated group 
were the taxpayer. 

(b) With respect to a net capital loss 
sustained by a corporation in a taxable 
year prior to the first consolidated re¬ 
turn period in respect of which its 
income is included in a consolidated re¬ 
turn, such loss (in an amount not in 
excess of the net capital gain of such 
corporation for succeeding consolidated 
return periods) shall, for the purposes of 
section 1212, relating to net capital loss 
carryovers, be treated as if such net 
capital loss had been sustained by the 
affiliated group. 

(c) A consolidated net capital loss of 
an affiliated group for a consolidated re¬ 
turn period shall be considered as a con¬ 
solidated short-term capital loss in 
subsequent consolidated return periods 
notwithstanding that one or more cor¬ 
porations, members of the group in the 
taxable year in which such loss was sus¬ 
tained, make separate returns for sub¬ 
sequent taxable years (or join in a 
consolidated return made by another 
affiliated group), but only to the extent 
that such consolidated net capital loss 
is not attributable to such corporations; 
and such portion of such consolidated 
net capital loss as is attributable to the 
several corporations making separate 
returns (or joining in a consolidated re¬ 
turn made by another affiliated group) 
for a subsequent taxable year shall be 
considered as a short-term capital loss 
in such separate returns, or in such con¬ 
solidated return of the other affiliated 
group, but only to the extent that such 
portion of such consolidated net capital 
loss was not absorbed in intervening tax¬ 
able years by net capital gains, consoli¬ 
dated or separate, as the case may be. 
Any net capital loss sustained by a cor¬ 
poration prior to the first taxable year 
in respect of which Its income is in¬ 
cluded in the consolidated return shall 
be considered as a short-term capital 
loss in the separate return of such cor¬ 
poration (or the consolidated return of 
another affiliated group of which it be¬ 
comes a member) for a subsequent tax¬ 
able year for which it makes a separate 
return or joins in a consolidated return 
of another group, but only to the extent 
that such net capital loss was not ab¬ 
sorbed in intervening taxable years by 
net capital gains, consolidated or sepa¬ 
rate, as the case may be. 
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§ 1.1502—13A Credit for foreign luxe*. 

(a) In general—(1) Choice of credit 
or deduction. The credit under section 
901 for taxes paid or accrued to any for¬ 
eign country or possession of the United 
States shall be allowed to an affiliated 
group filing a consolidated return only 
if the common parent corporation 
chooses to use such credit In the compu¬ 
tation of the tax liability of the group 
for the taxable year. If this choice is 
made, no deduction may be taken under 
section 164 on the consolidated return 
for such taxes paid or accrued by any 
member of the group. 

(2) Amount of credit. If the per- 
country limitation on the credit provided 
in section 904(a)(1) applies in comput¬ 
ing the tax liability of the group for the 
taxable year, the amount of the credit 
shall be determined under paragraph (b) 
of this section; if the overall limitation 
provided in section 904(a)(2) applies, 
the amount of the credit shall be deter¬ 
mined under paragraph (c) of this sec¬ 
tion. If any member of the group re¬ 
ceives “interest income” from sources 
within any foreign country or any pos¬ 
session, the credit for taxes paid or 
accrued to such foreign country or pos¬ 
session with respect to such income shall 
be determined separately under para¬ 
graph (d) of this section, 

(3) Definitions. For purposes of this 
section— 

(i) The term ^taxes paid or accrued 
includes the amount of taxes deemed 
paid pursuant to sections 902 and 960(a), 
and 

(ii> The term “interest income” means 
interest income described in section 
904(f)(2) for taxable years beginning 
after October 16, 1962, but only if such 
interest income results from transactions 
consummated after April 2, 1962, and 
the term “consolidated taxable interest 
income” means the aggregate interest in¬ 
come of the several members of the af¬ 
filiated group. 

(b) Amount of credit with respect to 
noninterest income where per-country 
limitation applies—( 1) Taxes allotved as 
a credit. Subject to the limitation pro¬ 
vided in subparagraph (2) of this para¬ 
graph, the credit allowable to an affiliated 
group filing a consolidated return for 
taxes paid or accrued with respect to in¬ 
come other than interest income for a 
taxable year for which the per-country 
limitation applies shall be an amount 
equal to the sum of— 

(1) The aggregate of the taxes paid 
or accrued for the taxable year by the 
several members of the affiliated group 
to any foreign country or any possession 
with respect to income other than in¬ 
terest income, and 

(ii) The aggregate of the consolidated 
excess tax paid carryovers and carry¬ 
backs to the taxable year under section 
904(d) for taxes paid or accrued to such 
country or possession with respect to 
income other than interest income. 

(2) Limitation . The credit allowable 
under subparagraph (1) of this para¬ 
graph for taxes paid or accrued to any 
foreign country or any possession shall 
not exceed an amount which bears the 
same ratio to the total tax of the af¬ 
filiated group against which the credit is 


taken as the consolidated taxable income 
of the group (computed by excluding 
any consolidated taxable interest in¬ 
come) from sources within such coun¬ 
try or possession (but not in excess of 
the entire consolidated taxable income 
of the group) bears to the entire con¬ 
solidated taxable income. The amount 
computed under the preceding sentence 
shall be increased as provided in section 
960(b), where applicable. 

(3) Consolidated excess tax paid car¬ 
ryovers. The consolidated excess tax 
paid carryovers to the current taxable 
year for taxes paid or accrued to any 
foreign country or any possession with 
respect to income other than interest in¬ 
come shall consist of— 

(i) The consolidated excess tax paid, 
with respect to such income, to such 
country or possession for the five preced¬ 
ing taxable years (not including as a 
preceding taxable year any taxable year 
beginning before January 1,1958) to the 
extent that such consolidated excess tax 
paid for any such preceding taxable year 
was not attributable to a corporation 
making a separate return or joining in a 
consolidated return filed by another af¬ 
filiated group for the current taxable year 
and was not absorbed pursuant to section 
904(d) in years preceding the current 
taxable year (whether or not taken as a 
credit), and 

with respect to the excess tax paid, with 
respect to income other than interest 
income, by a corporation in a taxable 
year for which a separate return was 
filed, or for which such corporation 
joined in a consolidated return filed by 
another affiliated group, but subject to 
the limitation prescribed in paragraph 
(g) of this section— 

(ii) The amount of such excess tax 
paid by such corporation to such coun¬ 
try or possession for the five preceding 
taxable years (not including as a preced¬ 
ing taxable year any taxable year begin¬ 
ning before January 1, 1958) to the ex¬ 
tent that such excess tax paid for any 
such preceding taxable year was not 
absorbed pursuant to section 904(d) in 
years preceding the current taxable year 
(whether or not taken as a credit). 

(4) Consolidated excess tax paid car¬ 
rybacks. The consolidated excess tax 
paid carrybacks to the current taxable 
year for taxes paid or accrued to any 
foreign country or any possession with 
respect to income other than interest in¬ 
come shall consist of— 

(i) The consolidated excess tax paid, 
with respect to such income, to such 
country or possession for the first suc¬ 
ceeding taxable year (to the extent not 
attributable to a corporation making a 
separate return or joining in a con¬ 
solidated return filed by another affiliat¬ 
ed group for the current taxable year) 
reduced to the extent absorbed pursuant 
to section 904(d) in the first preceding 
taxable year (whether or not taken as 
a credit), and 

(ii) The consolidated excess tax paid, 
with respect to such income, to such 
country or possession for the second 
succeeding taxable year (to the extent 
not attributable to a corporation making 
a separate return or joining in a con¬ 
solidated return filed by another affili¬ 


ated group for the current taxable year), 
and 


with respect to the excess tax paid, with 
respect to income other than interest in¬ 
come, to such country or possession by a 
corporation which, for either of the two 
succeeding taxable years, files a separate 
return or joins in a consolidated return 
filed by another affiliated group, but sub¬ 
ject to the limitation prescribed in para¬ 
graph (g) of this section— 

(iii) The amount of such excess tax 
paid by such corporation for the first 
succeeding taxable year reduced to the 
extent absorbed pursuant to section 
904(d) by such corporation for the first 
preceding taxable year (whether or not 
taken as a credit), or if the income of 
such corporation is included in a consoli¬ 
dated return for the first preceding tax¬ 
able year, reduced to the extent absorbed 
pursuant to section 904 (d) by such con¬ 
solidated return (whether or not taken 
as a credit), and 

(iv) The amount of such excess tax 
paid by such corporation for the second 
succeeding taxable year. 

(c) Amount of credit with respect to 
noninterest income where overall limita¬ 
tion applies —(1) Taxes allowed as a 
credit. Subject to the limitation pro¬ 
vided in subparagraph (2) of this para¬ 
graph, the credit allowable to an affili¬ 
ated group filing a consolidated return 
for taxes paid or accrued with respect to 
income other than interest income for a 
taxable year for which the overall limita¬ 
tion applies shall be equal to the sum of— 

(i) The aggregate of the taxes paid or 
accrued for the taxable year by the 
several members of the affiliated group to 
all foreign countries and possessions with 
respect to income other than interest 
income, and 

(ii) The aggregate of the consolidated 
excess tax paid carryovers and carry¬ 
backs to the taxable year under section 
904(d) for taxes paid or accrued to all 
foreign countries and possessions with 
respect to income other than interest 


income. „ .. 

(2) Limitation. The credit allowable 

under subparagraph (1) of this P ara " 
graph for taxes paid or accrued to. an 
foreign countries and possessions sna 
not exceed an amount which bears tn 
same ratio to the total tax of the 
ated group against which the credit 
taken as the consolidated taxable in¬ 
come of the group (computed by excll J^‘ 
ing any consolidated taxable Interest i - 
come) from sources without the Unite 
States (but not in excess of the enure 
consolidated taxable income of 
group) bears to the entire consolidated 
taxable income. The amount computed 
under the preceding sentence shall oe 
increased as provided in section 96 • 

where applicable. id 

(3) Consolidated excess tax P 
carryovers . The consolidated excess tax 
paid carryovers to the current taxa 
year for taxes paid or accrued to a«i i 

eign countries and Possessions wit 

spect to income other than interest m 
come shall consist of— .. 

(i) The consolidated excess tax paid, 
with respect to such income, to a ^ 
countries and possessions » 

preceding taxable years (not includ 
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as a preceding taxable year any taxable 
year beginning before January 1, 1961) 
to the extent that such consolidated ex¬ 
cess tax paid for any such preceding tax¬ 
able year was not attributable to a cor¬ 
poration making a separate return or 
joining in a consolidated return filed by 
another affiliated group for the current 
taxable year and was not absorbed pur¬ 
suant to section 904(d) in years preced¬ 
ing the current taxable year (whether 
or not taken as a credit). and 


with respect to the excess tax paid, with 
respect to income other than interest in¬ 
come, by a corporation in a taxable year 
for which a separate return was filed, or 
for which such corporation joined in a 
consolidated return filed by another affil¬ 
iated group, but subject to the limita¬ 
tion prescribed in paragraph (g) of this 
section— 

(ii) The amount of such excess tax 
paid by such corporation to all foreign 
countries and possessions for the five 
preceding taxable years (not including as 
a preceding taxable year any taxable 
year beginning before January 1, 1961) 
to the extent that such excess tax paid 
for any such preceding taxable year was 
not absorbed pursuant to section 904(d) 
in years preceding the current taxable 
year (whether or not taken as a credit). 

(4) Consolidated excess tax paid 
carrybacks. The consolidated excess tax 
paid carrybacks to the current taxable 
year for taxes paid or accrued to all for¬ 
eign countries and possessions with re¬ 
spect to income other than interest in¬ 
come shall consist of— 

(i) The consolidated excess tax paid, 
with respect to such income, to all such 
countries and possessions for the first 
succeeding taxable year (to the extent 
not attributable to a corporation making 
a separate return or joining in a consol¬ 
idated return filed by another affiliated 
group for the current taxable year) re¬ 
duced to the extent absorbed pursuant 
to section 904(d) in the first preceding 
taxable year (whether or not taken as 
a credit), and 

<U) The consolidated excess tax paid, 
with respect to such income, to all such 
countries and possessions for the second 
succeeding taxable year (to the extent 
not attributable to a corporation making 
a separate return or joining in a consoli¬ 
dated return filed by another affiliated 
group for the current taxable year), and 


?‘ th respect to the excess tax paid, with 
espect to income other than interest in- 
me to all such countries and posses- 
by a corporation which, for either 
a cilf tW i° succe eding taxable years, files 
daf^ arate return °r Joins in a consoli- 
* l et y rn flIed by another affiliated 
LrtkL bUt su ^ ec t to the limitation pre- 
?i^, d ?u Paragraph W of this section— 
Dairt L The ? mount of such excess tax 
JL*™ corporation for the first 
extpnf d oK g t ? xable yea r reduced to the 
<d> hv abs orbed pursuant to section 904 
ceding S ff h corporation for the first pre- 
takpn g «c taXab e year ( Aether or not 
such p/Sl a or if the income of 

dot °rporation is included in a consoli- 

abip ( return for the first preceding tax- 
Dl year ' reduced to the extent absorbed 
uan t to section 904(d) by such con¬ 


solidated return (whether or not taken 
as credit), and 

(iv) The amount of such excess tax 
paid by such corporation for the second 
succeeding taxable year. 

(5) Carrybacks to certain taxable 
years. The excess tax paid (whether 
consolidated or separate) with respect to 
income other than interest income for 
any taxable year for which the overall 
limitation applies may not be carried 
back to a taxable year beginning before 
January 1, 1961; and in determining the 
carryover or carryback to taxable years 
beginning on or after January 1,1961, no 
amount shall be treated as absorbed for 
taxable years beginning before such date. 

(d) Amount of credit with respect to 
interest income —(1) Taxes allowed as a 
credit . Subject to the limitation provided 
in subparagraph (2) of this paragraph, 
the credit allowable to an affiliated group 
filing a consolidated return for taxes paid 
or accrued with respect to interest in¬ 
come shall be an amount equal to the 
sum of— 

(1) The aggregate of the taxes paid 
or accrued for the taxable year by the sev¬ 
eral members of the affiliated group to 
any foreign country or any possession 
with respect to interest income, and 

(ii) The aggregate of the consolidated 
excess tax paid carryovers and carry¬ 
backs to the taxable year under section 
904(d) for taxes paid or accrued to such 
country or possession with respect to in¬ 
terest income. 

(2) Limitation. The credit allowable 
under subparagraph (1) of this para¬ 
graph for taxes paid or accrued to any 
foreign country or any possession shall 
not exceed an amount which bears the 
same ratio to the total tax of the affiliated 
group against which the credit is taken 
as the consolidated taxable interest in¬ 
come of the group from sources within 
such country or possession (but not in 
excess of the entire consolidated taxable 
income of the group) bears to the entire 
consolidated taxable income. The 
amount computed under the preceding 
sentence shall be increased as provided in 
section 960(b), where applicable. 

(3) Consolidated excess tax paid 
carryovers. The consolidated excess tax 
paid carryovers to the current taxable 
year for taxes paid or accrued to any 
foreign country or any prossession with 
respect to Interest Income shall consist 
of— 

(i) The consolidated excess tax paid, 
with respect to such income, to such 
country or possession for the five pre¬ 
ceding taxable years to the extent that 
such consolidated excess tax paid for 
any such preceding taxable year was not 
attributable to a corporation making a 
separate return or joining in a consoli¬ 
dated return filed by another affiliated 
group for the current taxable year and 
was not absorbed pursuant to section 
904(d) in years preceding the current 
taxable year (whether or not taken as a 
credit), and 

with respect to the excess tax paid, with 
respect to interest income, by a corpora¬ 
tion in a taxable year for which a sepa¬ 
rate return was filed, or for which such 
corporation joined in a consolidated re¬ 
turn filed by another affiliated group, 


but subject to the limitation prescribed 
in paragraph ig) of this section— 

(ii) The amount of such excess tax 
paid by such corporation to such country 
or possession for the five preceding tax¬ 
able years to the extent that such ex¬ 
cess tax paid for any such preceding 
taxable year was not absorbed pursuant 
to section 904(d) in years preceding the 
current taxable year (whether or not 
taken as a credit). 

(4) Consolidated excess tax paid 
carrybacks . The consolidated excess 
tax paid carrybacks to the current tax¬ 
able year for taxes paid or accrued to 
any foreign country or any possession 
with respect to interest income shall con¬ 
sist of— 

(i) The consolidated excess tax paid, 
with respect to such income, to such 
country or possession for the first suc¬ 
ceeding taxable year (to the extent not 
attributable to a corporation making a 
separate return or joining in a consoli¬ 
dated return filed by another affiliated 
group for the current taxable year) re¬ 
duced to the extent absorbed pursuant 
to section 904(d) in the first preceding 
taxable year (whether or not taken as a 
credit), and 

(ii) The consolidated excess tax paid, 
with respect to such income, to such 
country or possession for the second suc¬ 
ceeding taxable year (to the extent not 
attributable to a corporation making a 
separate return or joining in a consoli¬ 
dated return filed by another affiliated 
group for the current taxable year), and 
with respect to the excess tax paid, with 
respect to interest income, to such coun¬ 
try or possession by a corporation which, 
for either of the two succeeding taxable 
years, files a separate return or joins in 
a consolidated return filed by another 
affiliated group, but subject to the limita¬ 
tion prescribed in paragraph (g) of this 
section— 

(iii) The amount of such excess tax 
paid by such corporation for the first 
succeeding taxable year reduced to the 
extent absorbed pursuant to section 
904(d) by such corporation for the first 
preceding taxable year (whether or not 
taken as a credit), or if the income of 
such corporation is included in a con¬ 
solidated return for the first preceding 
taxable year, reduced to the extent ab¬ 
sorbed pursuant to section 904(d) by 
such consolidated return (whether or not 
taken as a credit). and 

(iv) The amount of such excess tax 
paid by such corporation for the second 
succeeding taxable year. 

(5) Transitional rules for carrybacks 

and carryovers . (i) If the total excess 

tax paid (consolidated or separate) to 
any foreign country or any possession for 
a taxable year beginning on or before 
October 16, 1962, is a carryover to a tax¬ 
able year beginning after such date, then 
(a) the portion of such carryover attrib¬ 
utable to taxes paid or accrued with re¬ 
spect to interest income shall be an 
amount equal to such carryover multi¬ 
plied by the ratio which the taxes paid 
or accrued to such foreign country or 
possession for such year beginning after 
October 16, 1962, with respect to interest 
income, bears to the total amount of the 
taxes paid or accrued to such foreign 
country or possession for such year, and 
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(b> the portion of such carryover attrib¬ 
utable to taxes paid or accrued with 
respect to income other than interest 
income shall be an amount equal to such 
carryover multiplied by the ratio which 
the taxes paid or accrued to such foreign 
country or possession for such year be¬ 
ginning after October 16, 1962, with re¬ 
spect to income other than interest in¬ 
come, bears to the total amount of the 
taxes paid or accrued to such foreign 
country or possession for such year. 

(ii) The amount of the total excess tax 
paid (consolidated or separate) to any 
foreign country or any possession for a 
taxable year beginning after October 16, 
1962, which is a carryback to a taxable 
year beginning on or before such date 
shall be determined without regard to 
the provisions of this paragraph. 

(e) Consolidated excess tax paid — 

(1) Income other than interest income. 
The consolidated excess tax paid to any 
foreign country or any possession (or to 
all foreign countries and possessions if 
the overall limitation provided in sec¬ 
tion 904(a)(2) applies) for any taxable 
year with respect to income other than 
interest income is the excess of the ag¬ 
gregate of the taxes paid or accrued by 
the several members of the affiliated 
group to such country or possession (or 
to all foreign countries and possessions 
if the overall limitation applies) with re¬ 
spect to income other than interest in¬ 
come over the applicable limitation pro¬ 
vided in section 904(a) (1) or (2) 

(increased to the extent provided in sec¬ 
tion 960(b)). However, there is no con¬ 
solidated excess tax paid for a taxable 
year in which the affiliated group takes 
a deduction under section 164 for such 
taxes paid or accrued to a foreign coun¬ 
try or possession. 

(2) Interest income. The consoli¬ 
dated excess tax paid to any foreign 
country or any possession for any tax¬ 
able year with respect to interest income 
is the excess of the aggregate of the taxes 
paid or accrued by the several members 
of the affiliated group to such country or 
possession with respect to interest in¬ 
come over the limitation provided in sec¬ 
tion 904(a)(1) (increased to the extent 
provided in section 960 (b)). However, 
there is no consolidated excess tax paid 
for a taxable year in which the affiliated 
group takes a deduction under section 
164 for such taxes paid or accrued to a 
foreign country or possession. 

(f) Excess tax paid —(1 ) Income other 
than interest income. The excess tax 
paid to any foreign country or any pos¬ 
session (or to all foreign countries and 
possessions if the overall limitation pro¬ 
vided in section 904(a)(2) applies) with 
respect to income other than interest in¬ 
come, by a corporation for any taxable 
year for which a separate return is filed, 
is the excess of the taxes paid or accrued 
by the corporation to such country or 
possession (or to all foreign countries 
and possessions if the overall limitation 
applies) with respect to income other 
than interest income over the applicable 
limitation provided in section 904(a) (1) 
or ( 2 ) (increased to the extent provided 
in section 960(b)). However, there is no 
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excess tax paid for a taxable year in 
which the corporation takes a deduction 
under section 164 for such taxes paid or 
accrued to a foreign country or posses¬ 
sion. 

(2) Interest income. The excess tax 
paid to any foreign country or any pos¬ 
session with respect to interest income, 
by a corporation for any taxable year 
for which a separate return is filed, is the 
excess of the taxes paid or accrued by 
the corporation to such country or pos¬ 
session with respect to interest income 
over the limitation provided in section 
904(a) ( 1 ) (increased to the extent pro¬ 
vided in section 960(b)). However, 
there is no excess tax paid for a taxable 
year in which the corporation takes a 
deduction under section 164 for such 
taxes paid or accrued to a foreign coun¬ 
try or possession. 

(g) Limitation on credit for carry¬ 
overs and carrybacks of excess tax paid 
from separate return years. In no case 
shall there be included in the credit for 
taxes paid or accrued to any foreign 
country or any possession for the taxable 
year as consolidated excess tax paid 
carryovers under paragraphs (b) (3) (ii), 
(c) (3) (ii), and (d) (3) (ii) of this section 
(relating to excess tax paid by a corpora¬ 
tion in years for which separate returns 
were filed, or for which such corporation 
joined in a consolidated return filed by 
another affiliated group) and as con¬ 
solidated excess tax paid carrybacks un¬ 
der paragraphs (b)(4) (iii) and (iv), 
(c)(4) (iii) and (iv), and (d)(4) (iii) 
and (iv) of this section (relating to ex¬ 
cess tax paid by a corporation which for 
either of the two succeeding taxable 
years files a separate return or joins in 
a consolidated return filed by another 
affiliated group). an amount exceeding in 
the aggregate that which would be al¬ 
lowed as a credit for a carryover or 
carryback to such corporation if it had 
filed a separate return for such taxable 
year. 

(h) Apportionment of consolidated 
excess tax paid. If an affiliated group 
filing a consolidated return has a consoli¬ 
dated excess tax paid with respect to any 
foreign country or any possession (or 
with respect to all foreign countries and 
possessions if the overall limitation ap¬ 
plies) for the taxable year attributable 
to income other than interest income, 
or has a consolidated excess tax paid 
with respect to any foreign country or 
any possession attributable to interest 
income, and if there are included as 
members of such group one or more cor¬ 
porations which make separate returns 
(or join in a consolidated return filed by 
another affiliated group) for any of the 
two preceding or five succeeding taxable 
years, the portion of each such consoli¬ 
dated excess tax paid attributable to 
such corporations severally shall be de¬ 
termined. The portion of each such 
consolidated excess tax paid in the case 
of any such corporation shall be the 
amount which bears the same ratio to 
such consolidated excess tax paid as the 
tax paid or accrued by such corporation 
to such foreign country or possession (or 
to all foreign countries and possessions if 
the overall limitation applies) with re¬ 


spect to income other than interest in¬ 
come, or to such foreign country or pos¬ 
session with respect to interest income, 
as the case may be, bears to the total tax 
paid or accrued by the affiliated group 
to such foreign country or possession (or 
to all foreign countries and possessions 
if the overall limitation applies) with re¬ 
spect to income other than interest in¬ 
come, or to such foreign country or pos¬ 
session with respect to interest income, 
as the case may be. 

(i) [Reserved] 

(j) Consolidated excess tax paid be - 
fore or after consolidated return period. 
The consolidated excess tax paid by an 
affiliated group to any foreign country 
or any possession (or with respect to all 
foreign countries and possessions if the 
overall limitation applies) with respect 
to income other than interest income, or 
to any foreign country or any possession 
with respect to interest income, as the 
case may be. shall be used in computing 
the consolidated excess tax paid carry¬ 
over and carryback of the group not¬ 
withstanding that one or more corpora¬ 
tions which were members of the group 
in the taxable year in which such con¬ 
solidated excess tax paid originates make 
separate returns (or join in a consoli¬ 
dated return made by another affiliated 
group) for a subsequent taxable year (or, 
in the case of a carryback, for a preced¬ 
ing taxable year) but only to the extent 
that such consolidated excess tax paid is 
not attributable to such corporation. 
Such portion of such consolidated ex¬ 
cess tax paid as is attributable to the 
several corporations making separate 
returns (or joining in a consolidated re¬ 
turn made by another affiliated group) 
for a subsequent taxable year (or, in the 
case of a carryback, for a preceding tax¬ 
able year) reduced to the extent ab¬ 
sorbed in earlier years shall be used by 
such corporations severally as carry¬ 
overs or as carrybacks in such separate 
returns or in such consolidated returns 
of another affiliated group. Any excess 
tax paid by a corporation prior to the 
first taxable year in which its income is 
included in the consolidated return of 
the group (or paid in either of the two 
years immediately following a consoli¬ 
dated return year) may be used in com¬ 
puting the carryover or carryback or 
such corporation (or of another affiliated 
group of which it becomes a member) 
for a subsequent taxable year for which 
it makes a separate return or joins. 7 1 
the consolidated return of another affili¬ 
ated group, but only to the extent that 
such excess tax paid was not absorbed 
(either as a carryover or as a carryback). 

(k) Limitation effective under 
904(a). The determination of whether 
the overall limitation or the per-country 
limitation applies during a consolidated 
return period shall be made by reference 
to the limitation effective with respect to 
the common parent corporation for such 
period. An election made by the com¬ 
mon parent for a year for which it 
a separate return may be changed 
revoked during a consolidated re ‘ iUr 
period only in accordance with the pro¬ 
visions of section 904(b). If the linn 
tion effective with respect to any 
for a taxable year (immediately precea- 






in g the consolidated return period) for 
which it filed a separate return (or 
joined in a consolidated return filed by 
another affiliated group) differs from the 
limitation effective with respect to the 
common parent corporation for the con¬ 
solidated return period, then such affili¬ 
ate shall, if the overall limitation is 
effective with respect to the common par¬ 
ent, be deemed to have made an election 
to use such overall limitation, or, if the 
per-country limitation is effective with 
respect to the common parent, be deemed 
to have revoked its election to use the 
overall limitation. Consent of the Sec¬ 
retary or his delegate is hereby given 
to such affiliate for such election or rev¬ 
ocation. Any such election or revoca¬ 
tion shall apply only prospectively 
beginning with such consolidated return 
period. The limitation effective with 
respect to an affliate for the consoli¬ 
dated return period immediately preced¬ 
ing a year for which it does not join in 
the filing of the consolidated return 
shall, except to the extent otherwise pro¬ 
vided in this paragraph, remain in effect 
for such subsequent year in accordance 
with the provisions of section 904(b). 

(1) Carryovers or carrybacks from 
overall year to per-country year , and 
vice versa. (1) The excess tax paid 
(whether consolidated or separate) to 
any foreign country or any possession of 
the United States with respect to in¬ 
come other than interest income, in a 
taxable year for which the per-country 
limitation under section 904(a) (1) ap¬ 
plies, may not be carried to a taxable 
year for which the overall limitation 
under section 904(a) (2) applies. 

<2) The excess tax paid (whether con¬ 
solidated or separate) to all foreign 
countries and possessions with respect 
to income other than interest income, in 
a taxable year for which the overall 
limitation applies, may not be carried to 
a taxable year for which the per-country 
limitation applies. 

(3) Subject to the provisions of sec¬ 
tion 904(f)(3) and the regulations 
thereunder, the excess tax paid (whether 
consolidated or separate) to any foreign 
country or any possession with respect 
to interest income may be carried to a 
taxable year for which the overall limita¬ 
tion applies in respect of taxes paid or 
accrued with respect to income other 
than interest income. 

§1.1 .>02 —UA Method* of accounting. 

<a) in general. All members of the 
affiliated group shall adopt that method 
oi accounting which clearly reflects the 
consolidated taxable income. A method 
or accounting which does not treat with 
reasonable consistency all items of gross 
income and deductions of the various 
of the group shall not be re- 
as clearI y reflecting the consol- 
uated taxable income. For example, 
one member of the group will not be 
Permitted to report items of income or 
deductions on the cash method of ac¬ 
counting while another member of the 
ame group reports the same or similar 
on the accrual method. The pro- 
ons of this paragraph are subject to 

nt e *u, XC€ptions sta ted in paragraph (b) 
°f this section. 
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(b) Combination of methods. If the 
members of an affiliated group have es¬ 
tablished different methods of account¬ 
ing. each member may retain such 
method with the consent of the Com¬ 
missioner: Provided , That the consoli¬ 
dated taxable income is clearly reflected: 
And provided further , That intercom¬ 
pany transactions affecting such con¬ 
solidated taxable income shall be elimi¬ 
nated and adjustments on account of 
such transactions shall be made with 
reference to a uniform method of ac¬ 
counting to be selected by the members 
of the group with the consent of the 
Commissioner. 

(c) Adjustments required by changes 
in method of accounting. In any case in 
which a member of an affiliated group 
changes its method of accounting the 
provisions of section 481 (a) shall be 
applicable. 

§ 1.1502—45A Mine exploration expend¬ 
iture'*. 

For the purpose of applying the 
limitation provided in section 615 (c) 
(whether during a consolidated return 
period or during a period for which a 
separate return is made), if during a 
preceding taxable year for which a con¬ 
solidated return was made or was re¬ 
quired to be made any member of the 
affiliated group for such preceding tax¬ 
able year was allowed the deduction pro¬ 
vided in section 615 (a) or made the 
election provided in section 615 (b). each 
member of the affiliated group for such 
preceding taxable year shall be deemed 
to have been allowed such deduction or 
to have made such election, as the case 
may be. 

§ 1.1502— 16A Depreciation. 

In the computation of the deduction 
for depreciation under section 167, prop¬ 
erty received by one member of the group 
from another member of the group dur¬ 
ing a consolidated return period, shall 
be treated in the same manner as it 
could be treated if it were held by the 
transferor. 

§ 1.1502—17 A Election to deduct ac¬ 
crued taxes. 

If all members of the affiliated group 
were taxpayers which, for each tax¬ 
able year in which they were subject 
to the tax imposed by section 500 of the 
Internal Revenue Code of 1939 deducted 
Federal income and excess profits taxes 
when paid for the purpose of computing 
subchapter A net income under such 
Code, the affiliated group shall, if the tax 
liability under section 541 is computed 
upon the consolidated undistributed per¬ 
sonal holding company income, deduct 
taxes under section 545 when paid unless 
a member of the common affiliated group 
elects in its return or the common parent 
elects in a consolidated return for the 
group of which it is the common parent 
for a taxable year ending after June 30. 
1954, to deduct the taxes described in 
section 545, when accrued. In any case 
in which the common parent corporation 
or any member of the affiliated group 
has, prior to the taxable year, elected to 
deduct such taxes when accrued, each 
member of the group shall be deemed to 
have so elected in the first year there¬ 
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after in which its income is included in 
the consolidated personal holding com¬ 
pany income. If an election is made by 
the common parent corporation with re¬ 
spect to a year for which the tax liability 
under section 541 is computed upon the 
consolidated undistributed personal 
holding company income, each member 
of the group shall be deemed to have 
made such election in such year. Any 
such election made or deemed to have 
been made shall be applicable to each 
member of the group for the taxable year 
for which the election is made and for 
all subsequent taxable years. Any elec¬ 
tion so made shall be irrevocable. 

§ 1.1502—ISA liability for tax under 
MM lion 531. 

In any case in which an affiliated 
group computes the tax liability under 
section 541, upon the consolidated un¬ 
distributed personal holding company 
income, the tax imposed by section 531 
shall not be applicable. 

§ 1.1502—19A Addition* to tax for fuil- 
ure to pay estimated tax. 

(a) Except in the case of an affiliated 
group described in paragraph (b) of this 
section, any addition to the tax under 
section 6655 for underpayment of esti¬ 
mated tax of a member of an affiliated 
group which files a consolidated return 
for the taxable year shall be determined 
by allocating the tax shown on the con¬ 
solidated return to the several members 
of the group by any of the methods pro¬ 
vided in paragraph (a) of § 1.1552-1 se¬ 
lected by the common parent corporation 
for the taxable year, without regard to 
the method elected under section 1552. 
If the group would use the method 
of allocation authorized by paragraph 
(a) (4) of § 1.1552-1, it must be the 
method elected by the group with the 
approval of the Commissioner for the 
purpose of determining earnings and 
profits. In the application of section 
6655 (d) (1) with respect to a mem¬ 
ber of the group which was included 
in a consolidated return for the preced¬ 
ing taxable year, whether or not such 
member is included in a consolidated 
return for the taxable year, the “tax 
shown on the return” for the preceding 
taxable year shall be the portion of the 
tax shown on such consolidated return 
determined by allocating such tax to the 
several members of the group by the pro¬ 
cedure described above. In the applica¬ 
tion of section 6655 (d) (2) if the 
corporation was included in a consoli¬ 
dated return for the preceding taxable 
year, the “facts shown on the return" 
shall be the facts shown on the consoli¬ 
dated return of the group (whether of 
this or another affiliated group) for the 
preceding taxable year attributable to 
such corporation. 

(b) In the case of an affiliated group 
which has filed pursuant to the pro¬ 
visions of paragraph (c) (2) of § 1.1502- 
10A a declaration of estimated tax for the 
taxable year for which a consolidated 
return is filed, any addition to the tax 
provided by section 6655 shall be deter¬ 
mined by reference to the payments made 
on such declaration and to the tax shown 
on the consolidated return. 
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(c) In the application of section 6655 
(d) (1) with respect to the affiliated 
group described in paragraph (b) of this 
section, the "tax shown on the return” 
shall be— 

(1) If the group filed a consolidated 
return for the preceding taxable year, 
the tax shown on such return, or 

(2) If the group did not file a con¬ 
solidated return for the preceding tax¬ 
able year, the aggregate of the taxes 
of the several members of the group 
shown on any separate returns of such 
corporations for the preceding taxable 
year, plus the tax shown on a consoli¬ 
dated return for the preceding taxable 
year attributable to any member of the 
group which joined in a consolidated 
return with another affiliated group for 
such preceding taxable year. The tax 
attributable to any such corporation 
which joined in a consolidated return 
shall be determined by allocating the 
tax shown on such consolidated return 
in accordance with the procedure de¬ 
scribed in paragraph (a) of this section. 

(d) In the application of section 6655 
(d) (2) with respect to the affiliated 
group described in paragraph (b) of this 
section, the "facts shown on the return" 
shall be— 

(1) If the group filed a consolidated 
return for the preceding taxable year, 
the facts shown on such return, or 

(2) If the group did not file a consol¬ 
idated return for the preceding taxable 
year, the facts shown on the separate re¬ 
turns of the members of the affiliated 
group for the preceding taxable year to¬ 
gether with the facts shown on a con¬ 
solidated return for the preceding tax¬ 
able year attributable to any member of 
the group which joined in a consolidated 
return with another affiliated group for 
such preceding taxable year. 

§ 1.1502—50A Gain on sale of l>ond> uiul 
oilier evidences of indebtedness. 

In the application of section 1232(a), 
if one member of the affiliated group 
acquires a bond or other evidence of in¬ 
debtedness from another member of the 
affiliated group during a consolidated 
return period, the determination of the 
amount which is treated as gain from the 
sale or exchange of property which is not 
a capital asset shall be made by includ¬ 
ing in the period of time during which 
such bond or other evidence of indebted¬ 
ness was held, the period of time during 
which it was held by any other corpora¬ 
tion which transferred it in a transac¬ 
tion to which paragraph (b) (1) (i) of 
§ 1.1502-31A (or the corresponding 
provision of prior consolidated re¬ 
turns regulations) is applicable without 
regard to any period of time before the 
last sale or exchange of such instrument 
to which such section is not applicable. 
In the application of section 1232(c), if 
a bond or other evidence of indebtedness 
was acquired from another member of an 
affiliated group during a consolidated re¬ 
turn period, then the bond or other evi¬ 
dence of indebtedness shall be deemed to 
have been purchased at the time of, and 
as having a market value with coupons 
attached, determined by reference to the 
earliest date of purchase by any other 
corporation which transferred it in a 
transaction to which paragraph (b)(1) 
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(i) of § 1.1502-31A (or the correspond¬ 
ing provision of prior consolidated re¬ 
turns regulations) is applicable without 
regard to any purchase prior to the last 
purchase to which such section is not 
applicable. 

§ 1.1502-51A Credit for investment in 
certain depreciable property. 

(a) Determination of amount of con¬ 
solidated credit —(1) In general . Except 
as otherwise provided in this section, 
the amount of the consolidated credit 
allowed by section 38 for the taxable 
year is the aggregate amount of the 
"credit earned" for such year of the 
several members of the affiliated group. 
Such amount shall be referred to in this 
section as the "consolidated credit 
earned". The "credit earned" of each 
member of the affiliated group is an 
amount equal to 7 percent of such mem¬ 
ber's qualified investment (determined 
under section 46(c)). 

(2) Consolidated limitation based on 
amount of tax. (i) Notwithstanding 
the amount of the consolidated credit 
earned for the taxable year, the con¬ 
solidated credit allowed by section 38 to 
the group for the taxable year is limited 
to— 

(a) So much of the consolidated lia¬ 
bility for tax as does not exceed $25,000, 
plus 

<b) 25 percent of the consolidated 
liability for tax in excess of $25,000. 

The $25,000 amount referred to in (a) 
and <6) of the preceding sentence shall 
be reduced by any part of such $25,000 
amount apportioned, under section 
46(a)(5), to members of the affiliated 
group (as defined in section 46(a)(5)) 
which do not join in the filing of the 
consolidated return. The amount de¬ 
termined under this subparagraph shall 
be referred to in this section as the 
"consolidated limitation based on 
amount of tax". 

(ii) If an organization to which sec¬ 
tion 593 applies or a cooperative orga¬ 
nization described in section 1381(a) 
joins in the filing of the consolidated 
return, the $25,000 amount referred to 
in subdivision (i) (a) and (b) of this 
subparagraph (or such $25,000 amount 
reduced by any part of such amount 
apportioned to members of the affiliated 
group which do not join in the filing 
of the consolidated return) shall be ap¬ 
portioned equally among the members 
of the affiliated group filing the consoli¬ 
dated return. The portion of such 
$25,000 amount (or such reduced 
amount) so apportioned equally to any 
such organization shall then be decreased 
to the ratable share of such portion in 
accordance with the provisions of sec¬ 
tion 46(d). Finally, for purposes of 
computing the consolidated limitation 
based on amount of tax under sub¬ 
division (i) (a) and (b) of this sub- 
paragraph, the sum of all such equal 
portions (as decreased under section 46 
(d), where applicable) of each member 
of the affiliated group filing the consoli¬ 
dated return shall be substituted for the 
$25,000 amount referred to in subdivision 
(i) (a) and (b) of this subparagraph. 

(3) Consolidated liability for tax. For 
purposes of this section, the consolidated 


liability for tax shall be the income tax 
imposed for the taxable year upon the 
group by chapter 1 of the Code (includ¬ 
ing the 2-percent tax on consolidated 
taxable income), reduced by the credit 
allowable under section 33 (relating to 
taxes of foreign countries and posses¬ 
sions of the United States). The tax 
imposed by section 531 (relating to im¬ 
position of accumulated earnings tax) 
or by section 541 (relating to imposition 
of personal holding company tax) shall 
not be considered tax imposed by chap¬ 
ter 1 of the Code. In addition, any in¬ 
crease in tax resulting from the appli¬ 
cation of section 47 (relating to certain 
dispositions, etc., of section 38 property) 
shall not be treated as tax imposed by 
chapter 1 for purposes of computing the 
consolidated liability for tax. 

(b) Carryback and carryover of con¬ 
solidated unused credit —(1) Allowance 
of consolidated unused credit as carry¬ 
back or carryover, (i) A "consolidated 
unused credit” is the excess of the con¬ 
solidated credit earned for the taxable 
year over the consolidated limitation 
based on amount of tax for such taxable 
year. Subject to the limitations con¬ 
tained in subparagraphs (2) and (9) (i) 
of this paragraph, a consolidated unused 
credit shall be added to the amount al¬ 
lowable as a credit under section 38 for 
the years to which the consolidated un¬ 
used credit can be carried. The year 
with respect to which a consolidated un¬ 
used credit arises shall be referred to in 
this section as the "consolidated unused 
credit year". 

(ii) A consolidated unused credit shall 
be an investment credit carryback to 
each of the 3 taxable years preceding 
the consolidated unused credit year and 
shall be an investment credit carryover 
to each of the 5 taxable years succeed¬ 
ing the consolidated unused credit year, 
except that a consolidated unused credit 
shall be a carryback only to taxable years 
ending after December 31, 1961. A con¬ 
solidated unused credit must be carried 
first to the earliest of the 8 taxable 
years to which it may be carried, and 
then to each of the other 7 taxable 
years (in order of time) to the extent 
that the consolidated unused credit may 
not be added (because of the limitation 
contained in paragraph (a)(2) of tills 
section) to the amount allowable as a 
credit under section 38 for a prior taxable 
year. 

(2) Limitation on allowance of con¬ 
solidated investment credit carryback or 
carryover. The amount of the consoli¬ 
dated investment credit carryback or 
carryover from any particular unused 
credit year which may be added to the 
amount allowable as a credit under sec¬ 
tion 38 for any of the 3 preceding or 5 
succeeding taxable years to which such 
credit may be carried shall not exceed the 
amount by which the consolidated lim¬ 
itation based on amount of tax for such 
preceding or succeeding taxable year ex¬ 
ceeds the sum of (i) the consolidated 
credit earned for such preceding or suc¬ 
ceeding year, and (ii) other unused 
credits carried to such preceding or SU J“ 
ceeding year which are attributable to 
unused credit years prior to the pai ticu- 
lar unused credit year. 
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(3) Effect of net operating loss carry¬ 
back. It the effect of a net operating 
loss carryback Is to create a consolidated 
unused credit, such unused credit shall 
not be treated as a consolidated Invest¬ 
ment credit carryback. However, the 
full amount of the unused credit so 
arising shall be available for use as an 
Investment credit carryover for the five 
taxable years following the consolidated 
unused credit year. 

(4) Taxable years beginning before 
January 1, 1962, and ending after De¬ 
cember 31, 1961. For purposes of de¬ 
termining the amount of unused credits 
which may be carried back to a con¬ 
solidated return year beginning before 
January 1, 1962, and ending after De¬ 
cember 31,1961, and added to the amount 
allowable as a credit for such year, the 
consolidated limitation based on amount 
of tax for such year, determined without 
regard to this subparagraph, shall be re¬ 
duced to an amount which bears the 
same ratio to such limitation as the 
number of days in such taxable year 
after December 31, 1961, bears to the 
total number of days in such year. 

(5) Consolidated investment credit 
carryover. The consolidated investment 
credit carryover which may be added, 
subject to the limitation contained in 
subparagraph (2) of this paragraph, to 
the amount allowable to the group as 
a credit under section 38 for any taxable 
year shall be— 

<i> The consolidated unused credits, if 
any, for the five preceding taxable years 
to the extent that the consolidated un¬ 
used credit for any such preceding tax¬ 
able year is not attributable to a corpo¬ 
ration making a separate return or join¬ 
ing in a consolidated return filed by an¬ 
other affiliated group for the taxable 
year and was not allowed as a credit 
under section 38 for a preceding or in¬ 
tervening taxable year, and 

(ii) With respect to unused credits of 
a corporation arising in unused credit 
years for which such corporation filed a 
separate return or joined in a consolidat¬ 
ed return filed by another affiliated 
sroup, but subject to the limitation pre¬ 
scribed by subparagraph (7) of this 
paragraph, such unused credits, if any, 
for the five preceding taxable years to 
the extent that the unused credit for any 
such preceding taxable year was not al¬ 
lowed as a credit under section 38 for a 
preceding or intervening taxable year. 

<o) Consolidated investment credit 
carryback. The consolidated investment 
cremt carryback which may be added, 
subject to the limitation contained in 
subparagraph (2) of this paragraph, to 
he amount allowable to the group as a 
credit under section 38 for any taxable 
Tear shall be— 


(l > The amount of the consolidated 
nused credit, if any, for the first suc- 
eaing taxable year (to the extent not 
“Stable to a corporation making a 
return or joining In a con- 
o idated return filed by another af- 
riii^ e A 610llp for tlie tenable year), re- 
unnl^ to the exte nt such consolidated 
un , was allowed as a credit 

in* f se ^ tion 38 for the first two preced¬ 
es taxable years, 


(ii) The amount of the consolidated 
unused credit, if any, for the second suc¬ 
ceeding taxable year (to the extent not 
attributable to a corporation making a 
separate return or joining in a con¬ 
solidated return filed by another af¬ 
filiated group for the taxable year), re¬ 
duced to the extent such consolidated 
unused credit was allowed as a credit 
under section 38 for the first preceding 
taxable year, 

(iii) The amount of the consolidated 
unused credit, if any, for the third suc¬ 
ceeding taxable year (to the extent not 
attributable to a corporation making a 
separate return or joining in a con¬ 
solidated return filed by another affiliat¬ 
ed group for the taxable year), and 

(iv) With respect to an unused credit 
of a corporation arising in an unused 
credit year for which such corporation 
filed a separate return or joined in a 
consolidated return filed by another af¬ 
filiated group, but subject to the limita¬ 
tion prescribed by subparagraph (7) of 
this paragraph— 

(a) The amount of the unused credit, 
if any. of such corporation for the first 
succeeding taxable year, reduced to the 
extent such unused credit was allowed as 
a credit under section 38 for the first two 
preceding taxable years, 

(b) The amount of the unused credit, 
if any, of such corporation for the second 
succeeding taxable year, reduced to the 
extent such unused credit was allowed as 
a credit under section 38 for the first 
preceding taxable year, and 

(c) The amount of the unused credit, 
if any, of such corporation for the third 
succeeding taxable year. 

(7) Limitation on investment credit 
carryover and carryback from separate 
return years, (i) For any taxable year, 
the amount included in the consolidated 
investment credit carryover of the group, 
under subparagraph (5) (ii) of this para¬ 
graph, and in the consolidated invest¬ 
ment credit carryback of the group, un¬ 
der subparagraph (6) (iv) (a), (b), and 
(c) of this paragraph, shall not exceed 
the limitation determined under subdi¬ 
vision (ii) of this subparagraph. 

(ii) For purposes of subdivision (i) of 
this subparagraph, the limitation for 
any taxable year shall be an amount 
equal to the amount by which the portion 
of the consolidated limitation based on 
amount of tax for such taxable year at¬ 
tributable to the corporation which filed 
a separate return, or joined in the filing 
of a consolidated return by another affili¬ 
ated group, in a preceding or succeeding 
taxable year exceeds the sum of— 

(a) The credit earned (as defined in 
paragraph (a)(1) of this section) of such 
corporation for the taxable year, and 

(b) The unused credits of such corpo¬ 
ration (or attributable to such corpora¬ 
tion) which may be carried to the tax¬ 
able year arising in unused credit years 
prior to the particular unused credit 
year. 

(iii) For purposes of subdivision (ii> 
of this subparagraph, the portion of the 
consolidated limitation based on amount 
of tax attributable to a corporation shall 
be the sum of— 

(a) So much of the consolidated 
liability for tax attributable to such 
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corporation as does not exceed $25,000 
divided by the number of corporations 
in such affiliated group (as defined in 
section 46(a) (5)), and 

(b> 25 percent of so much of the con¬ 
solidated liability for tax attributable to 
such corporation as exceeds $25,000 
divided by the number of corporations 
in such affiliated group (as defined in 
section 46(a)(5)). 

(iv) For purposes of subdivision (iii) 
of this subparagraph, the consolidated 
liability for tax attributable to a cor¬ 
poration is the consolidated liability for 
tax for the taxable year multiplied by 
the ratio which— 

(a) The taxable income, if any, of such 
corporation, bears to 

(b) The aggregate of the taxable in¬ 
comes of the several members of the 
affiliated group having taxable income. 

For purposes of the preceding sentence, 
taxable income of a corporation means 
the taxable income of such corporation 
included in the computation of consoli¬ 
dated taxable income for the taxable 
year decreased by its deductions under 
sections 181, 243, 244, 245, 247, and 922 
(and in the case of a member of an af¬ 
filiated group to which the consolidated 
section 175 deduction is applicable, the 
section 175 deduction), increased by its 
separate net capital gain, and increased 
or decreased, as the case may be. with 
respect to its separate gains or losses 
from involuntary conversions subject to 
the provisions of section 1231, and from 
sales or exchanges of property subject 
to the provisions of section 1231. 

(8) Consolidated unused credit attrib¬ 
utable to each of the several members — 
(i) In general. It an affiliated group 
filing a consolidated return has a “con¬ 
solidated unused credit" for a taxable 
year and if there are included as mem¬ 
bers of such group one or more corpora¬ 
tions which made separate returns, or 
joined in a consolidated return filed by 
another affiliated group, for any of the 
three preceding or five (or six in the case 
of a section 181 deduction) succeeding 
taxable years, the portion of such con¬ 
solidated unused credit for such consoli¬ 
dated unused credit year attributable to 
such corporations severally shall be 
determined, such portion in the case of 
any such corporation being determined 
under the provisions of subdivisions (ii) 
and (iii) of this subparagraph. 

(ii) Carryback. In the case of a 
carryback of a consolidated unused 
credit to a taxable year for which the 
corporation made a separate return or 
joined in a consolidated return filed by 
another affiliated group, the portion of 
such consolidated unused credit for the 
consolidated unused credit year attrib¬ 
utable to such corporation shall be an 
amount equal to the amount of such con¬ 
solidated unused credit multiplied by the 
ratio w'hich— 

(a) The credit earned (as defined in 
paragraph (a) (1) of this section) of such 
corporation for the consolidated unused 
credit year, bears to 

(b) The consolidated credit earned (as 
defined in paragraph (a)(1) of this sec¬ 
tion) for such consolidated unused credit 
year. 
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(iii) Carryover. In the case of a 
carryover of a consolidated unused credit 
to (or a section 181 deduction for) a 
taxable year for which the corporation 
makes a separate return or joins in a 
consolidated return filed by another affil¬ 
iated group, the portion of such consoli¬ 
dated unused credit for the consolidated 
unused credit year attributable to such 
corporation shall be an amount equal to 
the amount of such consolidated unused 
credit multiplied by the ratio which— 

(a) The portion of the consolidated 
credit earned with respect to any section 
38 property placed in service in the con¬ 
solidated unused credit year and owned 
by such corporation (whether or not 
placed in service by such corporation) at 
the close of the last day with respect to 
which the taxable income of such cor¬ 
poration is included in the consolidated 
return, bears to 

(b) The consolidated credit earned for 
such consolidated unused credit year. 

(9) Consolidated unused credit before 
or after consolidated return period, (i) 
The consolidated unused credit of an 
affiliated group filing a consolidated re¬ 
turn shall be used in computing the con¬ 
solidated investment credit carryover or 
carryback to (or section 181 deduction 
for) a subsequent (or preceding > taxable 
year of the group notwithstanding that 
one or more members of the group in the 
consolidated unused credit year make 
separate returns (or join in a consoli¬ 
dated return made by another affiliated 
group) for such subsequent (or preced¬ 
ing) taxable year, but only to the extent 
that such consolidated unused credit is 
not attributable (as determined under 
subparagraph (8) of this paragraph) to 
the several corporations making separate 
returns (or joining in a consolidated re¬ 
turn made by another affiliated group) 
for such subsequent (or preceding) tax¬ 
able year. 

(ii) The portion of such consolidated 
unused credit attributable to the several 
corporations making separate returns (or 
joining in a consolidated return made by 
another affiliated group) for a subse¬ 
quent (or preceding) taxable year (re¬ 
duced to the extent allowed as a credit 
under section 38 for a prior taxable year) 
shall be used by such corporations sev¬ 
erally as investment credit carryovers (or 
carrybacks) to such separate returns or 
such consolidated returns of another 
affiliated group or as section 181 deduc¬ 
tions on such separate returns (or such 
consolidated return of another affiliated 
group). 

(10) Rules with respect to unused 

credits under section 381. (i) If, in the 
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computation of the consolidated invest¬ 
ment credit carryover, there is included 
an amount with respect to an unused 
credit of a corporation, arising in a 
taxable year for which it filed a separate 
return or for which such corporation 
joined in a consolidated return filed by 
another affiliated group, which is a 
transferor or distributor of assets within 
the meaning of section 381(a) to a mem¬ 
ber of the affiliated group, the amount 
included in the consolidated investment 
credit carryover with respect to such 
transferor or distributor shall not exceed 
the limitation contained in subpara¬ 
graph (7) of this paragraph determined 
with reference to the acquiring corpo¬ 
ration. The computation shall be made 
as described in subparagraph (7) of this 
paragraph as though the acquiring cor¬ 
poration had an unused credit in a year 
for which it filed a separate return or 
for which such acquiring corporation 
had joined in a consolidated return filed 
by another affiliated group. 

(ii) If, in addition to the amount de¬ 
scribed in subdivision (i) of this sub- 
paragraph, there is included an amount 
with respect to an unused credit of the 
acquiring corporation in a year for which 
it filed a separate return or for which it 
joined in a consolidated return filed by 
another affiliated group, the unused 
credits of both the acquiring corpora¬ 
tion and the transferor or distributor 
corporation which may be taken into 
account as unused credits in determin¬ 
ing the consolidated investment credit 
carryover may not exceed the limitation, 
determined with reference to the acquir¬ 
ing corporation, computed in a manner 
described in subparagraph (7) of this 
paragraph. 

(iii) For purposes of subdivisions (i) 
and (ii) of this subparagraph, if the 
transferor or distributor corporation 
was a member of another affiliated group 
which filed a consolidated return, the 
amount of the consolidated unused 
credit of such affiliated group, if any, 
attributable to such transferor or dis¬ 
tributor, shall be treated as the unused 
credit of such corporation. 

(c) Early dispositions, etc., of section 
38 property —(1) Dispositions of section 
38 property during and after consoli¬ 
dated return period. Except as pro¬ 
vided in subparagraph (2) of this para¬ 
graph— 

(1) If property placed in service in a 
consolidated return period is disposed of 
or otherwise ceases to be section 38 prop¬ 
erty, or becomes public utility property, 
with respect to any corporation during 
any taxable year (whether consolidated 
or separate), the provisions of section 
47(a) (1) or (2), as the case may be, 


shall apply (whether such property was 
placed in service by such corporation or 
was received by such corporation in an 
intercompany transaction to which sub- 
paragraph (2) (i) of this paragraph ap¬ 
plied) and the increase in tax, if any, 
shall be added to the tax liability of such 
group or such corporation, as the case 
may be. 

(ii) If property placed in service in 
a separate return year is disposed of 
or ceases to be section 38 property, or 
becomes public utility property, with re¬ 
spect to any corporation during a tax¬ 
able year for which such corporation 
joins in the filing of a consolidated re¬ 
turn. the provisions of section 47(a) (1) 
or (2), as the case may be, shall apply 
and the increase in tax, if any, shall 
be added to the tax liability of such 
group. 

(2) Exceptions, (i) For purposes of 
sections 46(c) and 47(a)(1), a transfer 
of section 38 property from one member 
of an affiliated group to another mem¬ 
ber of such group in an intercompany 
transaction during a consolidated re¬ 
turn period shall not be treated as a 
disposition or cessation. The preceding 
sentence shall not apply to a transfer of 
section 38 property unless such property 
was placed in service by a member of the 
group in a consolidated return period of 
such group. 

(ii) If, in any taxable year, section 38 
property placed in service during a con¬ 
solidated return period is disposed of by 
one member of an affiliated group to an¬ 
other member of such group which is an 
organization to which section 593 applies 
or a cooperative organization described 
in section 1381(a), the tax under chap¬ 
ter 1 of the Code for such taxable year 
shall be increased by an amount equal 
to the aggregate decrease in the credits 
allowed under section 38 for all prior 
taxable years which would result solely 
from treating such property, for pur¬ 
poses of determining qualified invest¬ 
ment, as placed in service by such or¬ 
ganization to which section 593 applies 
or such cooperative organization de¬ 
scribed in section 1381(a), as the case 
may be, but with due regard to the use 
of the property before such transfer. 
The consolidated investment credit 
carrybacks and carryovers shall be ad¬ 
justed under the principles of section 
47(a)(3) by reason of such change in 
use. 

(Secs. 1502 and 7805 of the Internal Revenue 
Code of 1954; 68A Stat. 367. 917; 26 U.st. 

1502 and 7805) 

[FJR. Doc. 66-9813; Filed. Sept. 7. 1966; 

8:45 a.m.J 
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Proposed Rule Making 


DEPARTMENT OF THE TREASURY 

Internal Revenue Service 
[ 26 CFR Part 1 ] 


CONSOLIDATED RETURN 
REGULATIONS 


Notice of Proposed Rule Making 

Pursuant to the Administrative Pro¬ 
cedure Act, approved June 11. 1946, reg¬ 
ulations proposed to be prescribed as 
$§ 1.1502-14, 1.1502-19,1.1502-25, 1.1502- 
31, 1.1502-32, and 1.1502-33 were pub¬ 
lished in tentative form with a notice of 
proposed rule making in the Federal 
Register for October 1, 1965 (30 F.R. 
12575). Notice is hereby given that such 
proposed regulations are withdrawn. 

Further, notice is hereby given, pursu¬ 
ant to the Administrative Procedure Act, 
that the regulations set forth in tentative 
form below are proposed to be prescribed 
by the Commissioner of Internal Reve¬ 
nue. with the approval of the Secretary 
of the Treasury or his delegate. Prior 
to the final adoption of such regulations, 
consideration will be given to any com¬ 
ments or suggestions pertaining thereto 
which are submitted in writing, in dupli¬ 
cate, to the Commissioner of Internal 
Revenue, Attention: CC:LR:T, Wash¬ 
ington, D.C. 20224, within the period of 
30 days from the date of publication of 
this notice in the Federal Register. Any 
person submitting written comments or 
suggestions who desires an opportunity 
to comment orally at the public hearing 
which will be held on these proposed reg¬ 
ulations should submit his request, in 
writing, to the Commissioner within the 
30-day period. Notice of the time, place, 
and date of the public hearing are pub¬ 
lished simultaneously herewith. 1 The 
proposed regulations are to be issued un- 
^ le au thority contained in sections 
h)02 and 7805 of the Internal Revenue 
Code of 1954 (68A Stat. 367, 917; 26 
US.c. 1502,7805). 

tsEALl Robert L. Jack, 

Acting Commissioner of 
Internal Revenue. 


The Income Tax Regulations (26 CFI 
r under subchapter A of chapte 
Internal Revenue Code of 1954 
am ^ consolidated returns, an 
meiided by revising the regulations un 
Ger section 1502 as follows: 

aririirf A ? RAPH U Sect ion 1.1502-14 i 
added to read as follows: 

s 1.1 .>02— 14 Stock, bonds, and other oh 
"gallons of members. 

rJ£LJ n { ercompan V distributions wit) 
dfvfdoL *?, •£?*-«> Dividends, t 
_____ cn d distributed by one member U 

1 s ee F.R. Doc. 66-9910, infra. 


another member during a consolidated 
return year shall be eliminated. For 
purposes of this paragraph, the term 
“dividend” means a distribution which is 
described in section 301(c)(1) other 
than a distribution described in section 
243(0(1). 

(2) Section 301 distributions out of 
other than earnings and profits, (i) No 
gain shall be recognized to the distribu¬ 
tee on a distribution with respect to 
stock, from one member to another 
member during a consolidated return 
year, which is described in section 301 
(c) (2) or (3). Such distribution shall 
be applied against and reduce the ad¬ 
justed basis (computed by taking into 
account any adjustment under § 1.1502- 
32) of such stock in the distributing 
corporation held by the distributee, and 
to the extent such distribution exceeds 
the adjusted basis, the excess shall be (or 
shall be added to) the excess loss ac¬ 
count (see §§ 1.1502-19 and 1.1502-32) 
for such stock in the distributing corpo¬ 
ration held by the distributee. For ex¬ 
ample. corporation P and its wholly 
owned subsidiary, corporation S, are 
members of a group filing consolidated 
returns on a calendar year basis. On 
December 31. 1966, S distributed to P 
with respect to its stock $5,000 cash and 
land with an adjusted basis to S of $6,000 
and a fair market value of $5,000. No 
part of the distribution constituted a 
dividend. On December 31, 1966, P had 
an adjusted basis of $3,000 in the stock of 
S. The $10,000 amount distributed is 
treated as follows: $3,000 is applied 
against and reduces the adjusted basis 
of the stock to zero, and $7,000 is treated 
as P’s excess loss account for its stock in 
S. No gain is recognized by P. Pur¬ 
suant to § 1.1502-31 (b) (1) and section 
301(d)(2) P’s basis in the land is $5,000. 

(b) Intercompany distributions in 
cancellation or redemption of all or part 
of the stock of the distributing corpora¬ 
tion —(1) General rule. Except as pro¬ 
vided in subparagraph (2) of this para¬ 
graph and in § 1.1502-19, no gain or loss 
shall be taken into account on the re¬ 
ceipt, during a consolidated return year, 
by one member of property (including 
cash) distributed in cancellation or re¬ 
demption of all or a part of the stock of 
another member. 

(2) Cash in excess of basis. If a dis¬ 
tribution described in subparagraph (1) 
of this paragraph, other than a distribu¬ 
tion to which section 332 applies, includes 
cash in excess of the sum of the adjusted 
basis (determined after taking into ac¬ 
count any adjustment under § 1.1502-32) 
of the stock of the distributing corpora¬ 
tion held by the distributee which was 
canceled or redeemed, plus any liabilities 
assumed by the distributee (or to which 
the property received is subject), gain 
shall be taken into account to the extent 
of such excess. 


(3) Definition of distributions in can¬ 
cellation or redemption . For purposes 
of this paragraph, a distribution is in 
cancellation or redemption of all or a 
part of stock only if— 

(1) It is in complete liquidation of the 
distributing corporation, 

(ii > It is in partial liquidation of the 
distributing corporation within the 
meaning of section 346, and such corpo¬ 
ration remains a member of the group 
immediately after the distribution, or 

(iii) It is a distribution in redemption 
of the stock of the distributing corpora¬ 
tion to which section 302(a) applies, and 
such corporation remains a member of 
the group immediately after the distri¬ 
bution. 

(c) Treatment of distributing corpo¬ 
ration —(1) Deferral in other than a 
complete liquidation. Except as pro¬ 
vided in subparagraph (2) of this para¬ 
graph, to the extent gain or loss is recog¬ 
nized to the distributing corporation on 
a distribution described in paragraph 
(a) or (b) of this section (including any 
amount which is treated as gain under 
section 311, 336. 341(f)(2), 1245(a)(1), 
or 1250(a) (1)), such gain or loss shall be 
deferred by the distributing corporation. 
Such deferred gain or loss shall be taken 
into account by the distributing corpora¬ 
tion at the time and in the manner speci¬ 
fied in paragraphs (d), (e), and (f) of 
§ 1.1502-13, as if such distributing cor¬ 
poration were a “selling member” and 
the distributee were a “purchasing mem¬ 
ber.” 

(2) Complete liquidations. Gain or 
loss shall be taken into account by the 
distributing corporation on a complete 
liquidation, during a consolidated return 
year, of one member into another mem¬ 
ber. in the same manner and to the same 
extent as if separate returns were filed. 

(d) Gains and losses on obligations of 
members —(1) Deferral of gain or loss. 
To the extent gain or loss is recognized 
under the Code to a member (referred to 
in this paragraph as a “creditor mem¬ 
ber”) during a consolidated return year 
because of a sale or other disposition 
(other than a redemption or cancella¬ 
tion) of an obligation of another member 
(referred to in this paragraph as the 
“debtor member”), whether or not such 
obligation is evidenced by a security, such 
gain or loss shall be deferred. As used 
in this paragraph, the term “loss” in¬ 
cludes a deduction because of the worth¬ 
lessness of. or a deduction for a reason¬ 
able addition to a reserve for bad debts 
with respect to. an obligation described 
in this subparagraph. For treatment of 
premium and discount with respect to 
obligations described in this subpara¬ 
graph, see 5 1.1502-13(b). 

(2) Restoration of gain or loss where 
obligation leaves group. If an obligation 
described in subparagraph (1) of this 
paragraph is sold or disposed of to a non- 
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member (or IX the member holding the 
obligation becomes a nonmember), any 
gain or loss deferred under subparagraph 
(1) of this paragraph with respect to 
such obligation (whether arising because 
of such disposition or because of an 
earlier intercompany disposition) shall 
be taken into account ratably over the 
remaining term of the obligation. 

(3) Restoration of gain or loss on 
other events. All gain or loss deferred 
with respect to an obligation under sub- 
paragraph (1) of this paragraph which 
has not been taken into account under 
subparagraph (2) of this paragraph shall 
be taken into account immediately before 
the occurrence of the earliest of the fol¬ 
lowing events: 

(i) When the creditor member ceases 
to be a member. 

(ii) When the obligation is redeemed 
or cancelled. 

(iii) When the stock of the debtor 
member is considered to be disposed of 
under subdivision (i), (iii), (iv), (v), 
or (vi) of § 1.1502~19(b) (2). 

On the occurrence of the event described 
in subdivision (i) of this subparagraph, 
the deferred gain or loss of the creditor 
member leaving the group shall be taken 
into account. On the occurrence of any 
other event described in this subpara¬ 
graph, the deferred gain or loss of each 
creditor member shall be taken into 
account. 

(4) Character of deferred gain or loss. 
The character of gain or loss deferred 
under subparagraph (1) of this para¬ 
graph shall be determined at the time 
of the transaction as if such transaction 
had not occurred during a consolidated 
return year. 

(5) Inheritance of deferred items. 
Subparagraph (3)(i) of this paragraph 
shall not apply if the creditor member 
ceases to be a member because its assets 
are acquired by one or more members in 
an acquisition to which section 381(a) 
applies. The member acquiring the 
greatest portion of the assets (measured 
by fair market value) of the creditor 
member shall be subject to the provisions 
of this paragraph with respect to the 
remaining deferred gain or loss. If two 
or more members acquire the same por¬ 
tion (which is greater than that acquired 
by any other member ), the common par¬ 
ent shall select which such member shall 
be subject to such provisions. 

Par. 2. Section 1.1502-15 is amended by 
adding paragraph (b). The added pro¬ 
vision reads as follows: 

§ 1.1502—15 Limitations on certain de¬ 
ductions. 

* • • • ♦ 

(b) Other limitation. No loss shall be 
allowed upon the sale or other disposition 
of stock, bonds, or other obligations of a 
member or former member to the extent 
that such loss is attributable to a dis¬ 
tribution— 

(1) Made in an affiliated year begin¬ 
ning before January 1, 1966, out of earn¬ 
ings and profits accumulated before the 
date on which the distributing corpora¬ 
tion became a member or, 

(2) Made in an affiliated year begin¬ 
ning after December 31, 1965, for which 


separate returns were filed, out of earn¬ 
ings and profits accumulated before the 
date on which the distributing corpora¬ 
tion became a member. 

Par. 3. Section 1.1502-19 is added to 
read as follows: 

§ 1.1502—19 Excess losses. 

(a) Recognition of income —(1) In 
general. Immediately before the dis¬ 
position (as defined in paragraph (b) 
of this section) of stock in a subsidiary, 
there shall be included in the income 
of each member disposing of such stock 
that member’s excess loss account (de¬ 
termined under §§ 1.1502-14 and 1.1502- 
32) with respect to the stock disposed 
of. Such income shall be treated as gain 
from the sale of the stock (that is, as 
capital gain or ordinary income, as the 
case may be) unless, at the time of the 
disposition, such subsidiary’s net worth 
is zero. In such case such income shall 
be treated as ordinary income except to 
the extent that the taxpayer establishes 
to the satisfaction of the Commissioner 
that the excess loss account is attribut¬ 
able to capital losses of the subsidiary 
which reduced long-term capital gains 
of the group, section 1231 losses of the 
subsidiary which reduced section 1231 
gains of the group, or distributions by 
the subsidiary from other than earnings 
and profits which would have been tax¬ 
able to the distributee as long-term 
capital gain if separate returns had been 
filed, in which case such income shall 
be treated as gain from the sale of the 
stock. For purposes of this paragraph, 
a subsidiary’s net worth shall be con¬ 
sidered to be zero if the then fair mar¬ 
ket value of its assets is less than the 
sum of— 

(1) All its liabilities. 

(ii) All liabilities which were dis¬ 
charged during consolidated return 
years to the extent such discharge would 
have resulted in ’‘cancellation of in¬ 
debtedness income” but for the insol¬ 
vency of the subsidiary, and 

(iii) The amount to which stock of 
the subsidiary which is limited and pre¬ 
ferred as to dividends is entitled in 
liquidation. 

(2) Prior law. To the extent the ex¬ 
cess loss account is attributable to an 
adjustment under § 1.1502-32 (d) which 
was not subsequently reduced under 
§ 1.1502-32(c) (3), it shall be taken into 
account in the same manner as it would 
have been taken into account under 
regulations effective for taxable years 
beginning before January 1, 1966. For 
example, assume that P is the common 
parent of a group which filed a con¬ 
solidated return for 1965. During such 
taxable year a member of the group, 
corporation S, sustained a loss of $100, 
all of which was availed of in the con¬ 
solidated return for 1965. P organized 
S on January 1, 1965, with a contribu¬ 
tion to capital of $80 and a $10 loan. 
The group files a consolidated return for 
1966. Under § 1.1502-32(d), P’s basis 
for the stock in S as of January 1, 1966 
is reduced to zero, and P has an excess 
loss account with respect to such stock 
of $20. No part of the reduction for 


losses availed of is applied to reduce the 
basis of the debt. During 1966, S has 
earnings and profits of $5, and under 
§ 1.1502-32(c) (3), P’s excess loss account 
for its stock of S is reduced to $15. On 
December 31, 1966, P sells the stock of 
S for $5. P realizes a $5 gain on such 
sale. In addition, the excess loss ac¬ 
count of $15 is applied to reduce the 
basis of S’s obligations to zero, and the 
balance is otherwise taken into account 
in the same manner and to the same 
extent as it would have been taken into 
account under the regulations applicable 
to 1965. 

(b) Disposition —(1) Disposition of 
particular share . Except as otherwise 
provided in paragraphs (d) and (e) of 
this section, a member shall be con¬ 
sidered for purposes of this section as 
having disposed of a share of stock in a 
subsidiary— 

(1) On the day such share is trans¬ 
ferred to any person, or 

(ii) On the day such member receives 
a distribution in cancellation or redemp¬ 
tion of such stock fas defined in § 1.1502- 
14(b)(3)). 

(2) Disposition of all shares. Except 
as otherwise provided in paragraphs (d) 
and (e) of this section, a member shall 
be considered for purposes of this section 
as having disposed of all of its shares of 
stock in a subsidiary— 

(i) On the day such subsidiary ceases 
to be a member, 

iii) On the day such member ceases 
to be a member, 

(iii) On the last day of each taxable 
year of such subsidiary in which any of 
its stock is wholly worthless, or in which 
an indebtedness of the subsidiary is dis¬ 
charged if such discharge would have 
resulted in “cancellation of indebtedness 
income” but for the insolvency of the 
subsidiary, 

(iv) On the last day of each taxable 
year of the subsidiary for which the 
Commissioner is satisfied that 10 percent 
or less of the face amount of any obliga¬ 
tion for which the subsidiary is person¬ 
ally liable (primarily or secondarily > is 
recoverable at maturity by its creditors, 

(v) On the day on which a member 
transfers an obligation for which the 
subsidiary is personally liable (primarily 
or secondarily) to any nonmember for an 
amount which is 25 percent or less of the 
face amount of such obligation, or 

(vi) On the last day of the taxable 
year preceding the first taxable year for 
which the group does not file a con¬ 
solidated return. 

(c) Effect of chain of ownership —(1> 
Multiple dispositions. If the stock of 
more than one subsidiary is disposed oi 
in the same transaction, paragrapn 
(a) (1) of this section shall be applied m 
the order of the tiers, from the lowest to 


the highest. 

(2) Examples. The provisions of Ms 
paragraph may be illustrated by tne 
following examples: 


Example (1). Assume that corporation P 
urns all the stock of corporation S witn 
.Justed basis of zero and an exce *® f 
jeount of 65, that S owns all the 
wporatlon T with an adjusted basis o 
id an excess loss account of $15. 811 ^ 
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T owns all of the stock of corporation U with 
on adjusted basis of zero and an excess loss 
account of $10. If T sells the stock of U to a 
nonmember. T will realize income of $10. T's 
earnings and profits will be increased by $10 
isee § 1.1502-33(c) (3)) and S’s excess loss 
account with respect to T’s stock will be 
reduced to $5 (see § 1.1502-32 (b) (2) (i) and 
(c)(3)). S’s earnings and profits will, in 
turn, be Increased by $10 (see § 1.1502-33(c) 
(4)) and P’s excess loss account with respect 
to S’s stock will be reduced to zero, and its 
basis for S’s stock will be Increased to $5. 

Example (2). Assume the same facts as 
in example (1) except that the stock of T, 
rather than the stock of U. Is sold to a 
nonmember. Since U ceases to be a member 
by reason of the sale, T as well as S is con¬ 
sidered to have disposed of stock of a sub¬ 
sidiary in the same transaction. Since U 
is the lowest tier subsidiary, this section is 
applied first with respect to the excess loss 
account relating to the stock of U with the 
same result as in example (1). This sec¬ 
tion is then also applied with respect to the 
stock of T. Thus, in addition to the result 
in example (1). S will realize income of $5. 
and P’s basis for S’s stock will be Increased 
by $5 to $10. 

Example (3). Corporation P is the com¬ 
mon parent of an affiliated group which filed 
a consolidated return for 1956. Corporations 
SI and 82 are wholly owned subsidiaries of 
P organized on January 1. 1966. Corpora¬ 
tion T was also organized on January 1, 
1966. its stock being owned 75 percent by S2 
and 25 percent by SI. P originally invested 
$300 in the stock of SI and $200 in the 
stock of S2; SI and S2 originally invested 
$50 and $150, respectively, in the stock of 
T. For the year 1966, there were the fol¬ 
lowing earnings and profits or deficits, com¬ 
puted without regard to § 1.1502-33(c)(4) : 


51 ..$50 

52 _ 0 

T. (400) 


There were no consolidated net losses. Un¬ 
der 5 1 1502-32 (c) the basis and excess loss 
accounts would be as follows: 



SI in 
T 

82 in 
T 

P in 
81 

P in 
82 

Original basis..... . 

$50 

(100) 

$150 

(300) 

$300 

(100) 

50 

If 

I>p|ioii of T. 

Earnings and prr>nt 3 ofSl_ .. 

Biisis or i excess loss account) „ 




(50) 

(150) 

250 

(100) 

Assume that the group does not file a con¬ 
solidated return for 1967. As of December 
•Ji, 1966, the following adjustments would be 

made: 


81 in 
T 

82 in 
T 

Pin 

81 

P in 
82 

Km«to8r' ,UMaCCOanl) - 

($50) 

50 

(♦150) 

$250 

($100) 

•^^uienl under *7.1502- 


50 


Income to sj. 


150 


"jjjjjrtmeiu under' 5 l'.Vfi 02 - 



150 

Basis «r stoefc 




0 

0 

300 

60 

* — - • 


Tr ? ns f^s of stock of subsidi 
mtlun the group— (l) in gene 
A tiamsfer °f stock of a subsidiary fi 
member to another member ii 
tS^S dated retyx ™ year shall not 
baroOT* ^ disposition for purposes 
of (b) of this section if the bi 

W 1 S i°P k ln the bands of the tra 

s determined by reference to 


basis of such stock in the hands of the 
transferor. In such case, the transferee 
member shall succeed to the transferer 
member’s excess loss account with re¬ 
spect to the transferred stock. 

(2) Contributions to capital. If the 
transferor in a transfer described in sub- 
paragraph (1) of this paragraph owns 
or receives stock in the transferee, the 
transferer’s excess loss account for the 
transferred stock shall also be immedi¬ 
ately applied to reduce the basis, if any, 
of the stock which the transferor owns or 
receives in the transferee. The excess, 
if any. over such basis shall be the trans¬ 
feror's excess loss account with respect 
to the stock owned or received. See 
examples (5) and (6) of paragraph (f) 
of this section. 

(e) Nontaxable liquidations and re¬ 
organizations to tohich the subsidiary is 
a party. If, in a consolidated return 
year, a subsidiary is the transferor or dis¬ 
tributor corporation and another mem¬ 
ber is the acquiring corporation in a 
transaction to which section 381(a) ap¬ 
plies, any member owning stock in such 
subsidiary shall not, by reason of such 
transaction, be considered for purposes 
of paragraph (b) of this section as hav¬ 
ing disposed of the stock of such subsid¬ 
iary. If, pursuant to such transaction, 
the member owning stock in such sub¬ 
sidiary receives stock in another member 
in exchange for the owning member's 
stock in such subsidiary, then any excess 
loss accoimt with respect to the stock of 
the subsidiary shall be applied to reduce 
the basis, to the extent thereof, of the 
stock in such other member owned or 
received by the owning member, and any 
excess over such basis shall be treated as 
an excess loss account with respect to 
such stock. For example, assume that 
corporation P owns all the stock of cor¬ 
poration S with an adjusted basis of zero 
and an excess loss account of $20. If S 
is liquidated into P in a liquidation to 
which section 334(b)(1) applies, the $20 
excess loss account is eliminated. How¬ 
ever, if S is merged into corporation T 
(another member) in a transaction de¬ 
scribed in section 368(a)(1)(A), P will 
apply $20 against and reduce the basis of 
any stock of T which P owns, or receives 
pursuant to the merger, and any excess 
over such basis will be P’s excess loss ac¬ 
count with respect to T’s stock. 

(f) Examples. This section may be 
illustrated by the following examples: 

Example (I). Corporation P is the com¬ 
mon parent of an affiliated group which files 
consolidated returns for 1966 through 1970. 
Included in the group for all such years are 
corporations SI and S2 which are wholly 
owned by P, corporation T which is owned 
40 percent by P. and 60 percent by S2, and 
corporation U which is wholly owned by T. 
SI, S2, T, and U were eAch organized on Jan¬ 
uary l, 1966, with the following investments 
being made In their stock. 


P in SI.$50 

P in S2__.lio 

P in T_ 40 

S2 in T.. 60 

T in U_„. 50 


During the period 1966-1970. SI. S2. T, and 
U made no distributions and had the fol¬ 
lowing earnings and profits or deficits com¬ 
puted without regard to § 1.1502-33(c) (4): 


51 . ($70) 

52 .— 100 

T - (120) 

U . (80) 


There were no consolidated net losses In 
1966-1970. Under § 1.1502-32(c) the basis 
and excess loss accounts for the stock of SI, 
S2, T, and U would be as follows: 



T in 
U 

Pin 

T 

82 in 
T 

P in 
82 

P in 
SI 

Original basis. 

Earnings and profits 
or (deficits): 
of V . 

$50 

(80) 

$40 

(32) 

(48) 

$00 

(48) 

(72) 

$110 

n 

100 

$50 

of T__ 

of S2_ 


of SI__ 




(70) 

Basis or (excess loss 
account). 





(30) 

(40) 

(00) 

90 

(20) 


On January 1, 1971. P sells its stock in SI to 
an unrelated person for $10. The group files 
a consolidated return for 1971. P must in¬ 
clude in its income for 1971 the $20 in its 
excess loss account for SI and the $10 gain 
from the sale of the stock of SI. 

Example (2). Assume the same facts as 
in example (l) except that P does not sell its 
stock in SI. but on January 1. 1971. P sells 
Its stock in S2 to an unrelated person for 
$170. Since S2, T, and U have ceased to be 
members of the group, the following adjust¬ 
ments must be made: 



T In 

P in 

82 in 

P in 


U 

T 

T 

82 

Basis or (excess loss account). 
T’s excess loss account In U 

($30) 

($40) 

($00) 

$90 

(sec paragraph (c) of this 
section). 

30 

12 

18 

18 



(28) 

(42) 

108 

S2’s excess loss Account in T 


(sec paragraph (c) of tills 
section). 



42 

42 




P’s excess loss account in T.. 


28 


150 




Basis or (excess loss account). 

0 

0 

0 

150 


For the year 1971, P. S2, and T would in¬ 
clude in their Incomes $28, $42, and $30. 
respectively. In addition, P would have a 
gain of $20 from the sale of the stock of S2, 
zero bases for its stock in T and SI, and a 
$20 excess account for its stock in SI. 

Example ( 3 ). Assume the same facts as 
in example (2), except that a consolidated 
return is not filed for 1971. As of Decem¬ 
ber 31, 1970, P. S2, and T would include in 
their incomes $28, $42. and $30. respectively 
(see example (2)), and P would have a $150 
basis for its stock in S2 and a dividend of 
$40 from S2 (see § 1.1502-32(e)) and zero 
bases for its stock in T and SI. In addition. 
P would Include ln its income $20 with re¬ 
spect to its excess loss accoimt in SI and 
would have a zero basis for its stock In SI. 
In 1971. P would have a gain of $20 from the 
sale of its stock in S2. 

Example (4). Assume the same facts as 
in example (1), except that P does not sell 
its stock ln SI, but on January 1, 1969. T 
redeems for $30 cash, in a transaction quali¬ 
fying under section 346, one half of its stock 
held by P. P has Income in 1971 of $20, and 
P’s excess loss account for Its remaining 
stock in T is reduced to $20. In addition. P 
has a gain of $30 on the redemption of the 
stock of T. 

Example (5). Assume the same facts as 
in example (1), except that instead of sell¬ 
ing its stock in SI to an unrelated person, P 
transfers its stock in SI to T in exchange 
for stock in T in a transaction to which sec¬ 
tion 351 applies. P’s excess loss account of 
$20 for the stock ln SI which was transferred 
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to T Increases P’s excess loss account for Its 
stock tn T from $40 to $60. In addition, T 
has a zero basis and an excess loss account 
of $20 for the stock it acquired in SI. 

Exaviple (6). Assume the same facts as 
in example (1), except that P does not sell 
its stock in SI, but on January 1, 1969. S2 
is liquidated into P in a transaction to which 
section 332 applies (and to which section 
334(b)(2) does not apply). P’s excess loss 
account for its stock in S2 is eliminated. 
No income is realized by S2 by reason of its 
distribution to P of its stock in T. S2’s 
excess loss account of $60 for its stock in T is 
added to. and is merged with. P’s excess loss 
account for its stock in T. Thus. P has an 
excess loss account of $100 for all its stock 
in T. 

(g) Foreign expropriation losses. 
The application of this section to for¬ 
eign expropriation losses is reserved 
pending the issuance of further regula¬ 
tions. 

Par. 4. Section 1.1502-25 is added to 
read as follows: 

§ 1.1502-23 Consolidated MM-tion 922 
deduction. 

(a) In general. The consolidated 
section 922 deduction for the taxable 
year shall be determined by multiplying 
the fraction specified in section 922(2) 
by that portion of the consolidated tax¬ 
able income attributable to those mem¬ 
bers of the group which are Western 
Hemisphere trade corporations for such 
year. 

(b) Definition of Western Hemisphere 
trade corporation. For purposes of 
paragraph (a) of this section, in deter¬ 
mining whether a member is a Western 
Hemisphere trade corporation, the def¬ 
inition contained in section 921 shall 
be applied to such member separately. 
For purposes of applying the gross in¬ 
come tests of section 921 to such mem¬ 
ber, the gross income of such member 
for a consolidated return year shall be 
determined as if such member had filed 
a separate return, except that— 

(1) Gains and losses on intercompany 
transactions shall be reflected in gross 
income in the manner provided by 
§ 1.1502-13; 

(2) Gains and losses on transactions 
with respect to stock, bonds, or other ob¬ 
ligations of members of the group shall 
be reflected in gross income in the man¬ 
ner provided by §§ 1.1502-14 and 1.1502- 
19; and 

(3 > The adjustments prescribed by 
§§ 1.1502-18 and 1.1502-32 shall be made. 

(c) Portion of consolidated taxable 
income attributable to Western Hemi¬ 
sphere trade corporations. For purposes 
of paragraph (a) of this section, the 
portion of the consolidated taxable in¬ 
come attributable to those members of 
the group which are Western Hemisphere 
trade corporations is an amount equal 
to the consolidated taxable income mul¬ 
tiplied by a fraction, the numerator of 
which is the sum of the separate taxable 
Incomes of those Western Hemisphere 
trade corporations having separate tax¬ 
able income, and the denominator of 
which is the sum of the separate taxable 
incomes of all of the members having 
separate taxable income. For purposes 
of this paragraph, the separate taxable 
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income of a member shall be determined 
under § 1.1502-12, adjusted for the fol¬ 
lowing items taken into account in the 
computation of consolidated taxable 
income: 

(1) The portion of the consolidated 
net operating loss deduction, the consoli¬ 
dated charitable contributions deduc¬ 
tion, and the consolidated dividends re¬ 
ceived deduction, attributable to such 
member; 

(2) Such member’s net capital gain 
(determined without regard to any net 
capital loss carryover attributable to 
such member); 

(3) Such member’s net capital loss 
and section 1231 net loss, reduced by the 
portion of the consolidated net capital 
loss attributable to such member; and 

(4) The portion of any consolidated 
net capital loss carryover attributable to 
such member which is absorbed in the 
taxable year. 

Par. 5. Section 1.1502-31 is added to 
read as follows: 

§1.1502-31 Battin of properly. 

(a) Deferred intercompany transac¬ 
tions. The basis of property acquired 
by a purchasing member in a deferred 
intercompany transaction shall be de¬ 
termined as if separate returns w r ere filed. 
Thus, if, in a deferred intercompany 
transaction, S sells property with an ad¬ 
justed basis of $80 to P for $100, the basis 
of such property in the hands of P shall 
be $100 even though, under § 1.1502-13, S 
defers its $20 gain on the sale. 

(b) Basis after liquidation or inter¬ 
company distributions with respect to 
stock —(1) Distributions in kind. The 
basis of property received in a distribu¬ 
tion to which section 301 applies shall be 
determined as if separate returns wrere 
filed. 

(2) Liquidations and redemptions. 

(i) The basis of property acquired in a 
liquidation to which section 332 applies 
shall be determined as if separate returns 
were filed. 

(ii) The aggregate basis of all prop¬ 
erty acquired in a distribution in cancel¬ 
lation or redemption of stock (as de¬ 
fined in § 1.1502-14(b) (3)) by a member 
to another member, other than a liquida¬ 
tion to which section 332 applies, shall 
be the same as the adjusted basis of the 
stock exchanged therefor (adjusted in 
accordance with the rules prescribed in 
§ 1.1502-32(a)), increased by the 
amount of any liabilities of the distrib¬ 
uting corporation assumed by the dis¬ 
tributee or to which the property ac¬ 
quired is subject, and reduced by the 
amount of cash received in the distri¬ 
bution. Such aggregate basis shall be 
allocated among the assets received (ex¬ 
cept cash) in proportion to the fair 
market values of such assets on the date 
received. 

Par. 6. Section 1.1502-32 is added to 
read as follows: 

§ 1.1502—32 Inve&tmenl adjustment. 

(a) In general. As of the end of each 
consolidated return year, the basis of the 
stock (other than stock which is limited 
and preferred as to dividends) of each 
subsidiary shall be adjusted in the man¬ 


ner prescribed in paragraph (c) of this 
section. If a subsidiary owns stock in 
any other subsidiary, the adjustment 
with respect to the stock of the higher 
tier subsidiary shall not be made until 
after the adjustment is made with re¬ 
spect to the stock of the lower tier sub¬ 
sidiary. In the case of a disposition (as 
defined in § 1.1502-19(b)) of stock of a 
subsidiary before the end of the taxable 
year, the adjustment with respect to 
such stock shall be made as of the date of 
disposition. The adjustment required 
by this section is in addition to any ad¬ 
justments otherwise required (including 
reductions in basis under section 301 

(c)(2)). 

(b) Amount of adjustment —(1) In 
general. The amount of the adjust¬ 
ment referred to in paragraph (a) of this 
section with respect to the stock of any 
subsidiary shall be the difference be¬ 
tween the positive adjustment described 
in subparagraph (2) of this paragraph, 
and the negative adjustment described 
in subparagraph (3) of this paragraph. 
Such difference is referred to in this sec¬ 
tion as the “net positive adjustment” or 
the “net negative adjustment”, as the 
case may be. 

(2) Positive adjustment. The posi¬ 
tive adjustment shall be the sum of— 

(i) The amount of the earnings and 
profits of the subsidiary for the taxable 
year as determined under § 1.1502-33, 
but without regard to any distributions 
made during the taxable year; 

(ii) The portion of any consolidated 
net operating loss for the taxable year 
attributable to such subsidiary (as de¬ 
termined under § 1.1502-79); and 

(iii) The portion of any consolidated 
net capital loss for the taxable year at¬ 
tributable to such subsidiary (as deter¬ 
mined under § 1.1502-79). 

(3) Negative adjustment. The nega¬ 
tive adjustment shall be the sum of— 

(i) The amount of the deficit in earn¬ 
ings and profits of the subsidiary for the 
taxable year (as determined under 
§ 1.1502-33); 

(ii) Any net operating loss or net 
capital loss attributable to the subsidiary 
>(as determined under § 1.1502-79) which 
is sustained in a prior or subsequent 
separate return year or consolidated re¬ 
turn year and is carried over or back and 
absorbed in the taxable year; 

(iii) Distributions made by the sub¬ 
sidiary during the taxable year out of 
earnings and profits of the taxable year 
or earnings and profits accumulated in 
consolidated return years beginning 
after December 31,1905; and 

(iv) Distributions made by the sub¬ 
sidiary during the taxable year to other 
members out of earnings and profits 
accumulated in separate return years for 
which the subsidiary was not a member 
on each day of the taxable year. 

(c) Application of adjustment— 

In general . The entire adjustment with 
respect to each subsidiary shall be allo¬ 
cated to the stock of the subsidiary 
(other than stock which is limited and 
preferred as to dividends) owned by 
other members on the date of the adjust¬ 
ment, even if less than 100 percent of the 
subsidiary’s outstanding stock is owned 
by members. 








— 
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(2) Net negative adjustment. A mem¬ 
ber owning stock In the subsidiary shall 
apply its allocable share of the net nega¬ 
tive adjustment to reduce its basis for 
such stock. Any excess of such adjust¬ 
ment over basis is herein referred to as 
such member’s “excess loss account/* 

(3) Net positive adjustment. A mem¬ 
ber owning stock in the subsidiary shall 
apply its allocable share of the net posi¬ 
tive adjustment to reduce its excess loss 
account, if any, with respect to such 
stock. Any excess of such adjustment 
over the excess loss account shall be ap¬ 
plied to increase the member's basis for 
such stock. 

(4) Subsequent investment. If a 
member transfers property to a sub¬ 
sidiary as a contribution to capital, or 
acquires stock in the subsidiary (other 
than stock which is limited and preferred 
as to dividends), then the amount of 
the member's excess loss account (with 
respect to the stock of the subsidiary) 
at the time of the contribution or acquisi¬ 
tion shall be reduced to the extent of the 
basis of tlie property contributed or stock 
acquired, and the basis of the stock 
acquired shall be decreased by the 
amount of such reduction. 

(5) Excess loss account. With re¬ 
spect to the time and manner for taking 
into account the excess loss account, see 
5 1.1502-19. 

(d) Transitional rule. If any sub¬ 
sidiary joined in filing (or was required 
to join in filing) a consolidated return 
for a taxable year beginning before 
January 1,1966 (whether or not with the 
same group), then for purposes of deter¬ 
mining the basis of stock of such sub¬ 
sidiary as of the first day of the first 
taxable year to which this section ap¬ 
plies, § 1.1502—34A (b)(2) and (c) shall 
be applied with respect to the stock 
(other than stock which is limited and 
preferred as to dividends) of such sub¬ 
sidiary owned by each member as if such 
stock were disposed of on such date. If 
the amount of deductions for losses 
availed of under § 1.1502-34A (b) (2) or 
‘O (2) exceeds the sum of the aggregate 
bases of such stock owned by each mem¬ 
ber. such excess shall be allocated to 
such stock in accordance with paragraph 
(c) (l) of this section and shall be treated 
** an excess loss account with respect to 
such stock. See § 1.1502-19(a) (2) with 
respect to the treatment of such excess 
loss account. 

( e> Adjustment on disposition — (1> 
171 General- As of the last day of the 
taxable year preceding the first separate 
r . e j urn year of a subsidiary, such sub- 
sidiary shall be treated as having dis¬ 
tributed to each member such member's 
entire allocable share (as determined un- 
oer paragraph (c) (1) of this section) of 
me amount referred to in subparagraph 
of this paragraph, and each such 
member shall be treated as having im¬ 
mediately contributed such amount to 
* e capital of such subsidiary. 

^ Om ^ uia tlon. The amount refer- 
P1 ? u « su bparagraph (I) of this para¬ 
graph is the lesser of— 

The accumulated eamings and 
Profits of the subsidiary, or 


(ii) The excess of— 

(a) The net positive adjustments un¬ 
der paragraph (c) (3) of this section for 
all consolidated return years, over 

(b) The net negative adjustments un¬ 
der paragraph (c) (2) of this section for 
all consolidated return years. 

(3) Example. This paragraph may be 
illustrated by the following example: 

Example. Assume that In 1967 corpora¬ 
tion P organizes corporation S. investing $500 
for all of S's stock. For the taxable year 
1967, S has earnings and profits of $100. thus 
Increasing P’s basis in S*s stock to $600 on 
the last day of 1967. On December 31. 1967, 
P sells one-half of its stock in S to a non¬ 
member for $350. S will be treated as hav¬ 
ing distributed a $100 dividend to P, and P 
wlU be treated as having contributed $100 
to the capital of S. P's gain on the sale will 
be $50. and its basis for Its remaining stock 
in S will be $300. S’s earnings and profits 
will be reduced under § 1.1502-33 to zero. 


organized a wholly owned subsidiary, cor¬ 
poration T. P invested $1,000 in the stock 
of S; S invested $600 In the stock of T. 
Consolidated returns are filed for the years 
1966-1969 for which there were no con¬ 
solidated net losses. Earnings and profits 
and deficits of T were as follows: 


T 

1966 _ ($150) 

1967 - (900) 

1968 _ 600 

1969 . (100) 


Earnings and profits and deficits of S. deter¬ 
mined without regard to g 1.1502-33(c) (4). 
were as follows: 


S 

1966 _ $100 

1967 . 200 

1968—.(1000) 

1969. 500 


On December 31, 1969, the adjusted bases and 
excess loss accounts for the stock of S and T 
would be computed as follows: 


(f) Section 334(b)(2) adjustments. 
If a subsidiary is liquidated pursuant to 
section 332 and the basis of the assets 
distributed is determined under section 
334(b)(2), the adjustments required by 
this section shall be modified to the ex¬ 
tent necessary to avoid duplications of 
adjustments required by section 334(b) 
(2) and the regulations thereunder. 

(g) Examples . This section may be 
illustrated by the following examples: 

Example (i). On January 1. 1967, cor¬ 
poration P acquires all of the stock of 
corporation S for $1,000. On that date S 
had accumulated earnings and profits of 
$200. In 1967, S had no earnings and profits 
and distributed $100; in 1968. S had earn¬ 
ings and profits of $150; In 1969. S had a 
deficit of $30 and made a distribution (on 
the last day of the year) of $200: in 1970. S 
had a deficit of $2,000; in 1971 S had earn¬ 
ings and profits of $5,000, and made a dis¬ 
tribution of $1,000; in January-June 1972. 
S had no earnings and profits and made a 
distribution of $2,000. Consolidated returns 
were filed for 1967-1972 In which there were 
no consolidated net losses. On June 30. 
1972, the stock of S was sold to an unrelated 
person. P’s basis In S’s stock on June 30, 
1972, is computed as follows: 


Cost---$1,000 

1967—Distribution of preaffllia- 
tion earnings_ (100) 


Basis .. 


900 

1968—Earnings and profits_ 

150 

Basis _ 

1969—Deficit.. 

($30) 

1.050 

Distribution of 1967- 

1969 earnings_ 

(120) 


Distribution of preaffllia- 

tlon earnings. 

(80) 

(230) 

Basis ... 


820 

1970—Deficit —. 


(2,000) 

Excess loss account-.. 


(1. 180) 

1971—Earnings and 

profits _ _ 

$5,000 


Distribution of 1971 earn- 

ings -- 

(1,000) 

4. 000 


Basis _ 2,820 

1972—Distribution of 1967-1971 
earnings _ (2.000) 


Basis on June 30, 1972_ 820 


Example (2). On January 1, 1966. cor¬ 
poration P organized a wholly owned sub¬ 
sidiary. corporation S; on the same date S 


SinT 

PinS 

Original basis__ 

1966: 

$600 

$1,000 

Deficit of T_ 

(150) 

(150) 

Earnings and profits of S- 

— 

100 

Basis___ 

450 

950 

1967: 

Deficit of T_ 

(900) 

(900)" 

Earnings and profits of S- 

— 

200 

Basis or (excess loss 



account) __ 

1968: 

(450) 

250 

Earnings and profits of T_ 

600 

600 

Deficit of S_ 


(1,000) 

Basis or (excess loss 



account) __._ 

150 

(150) 

1969: 


Deficit of T_ _ 

(100) 

(100) 

Eamings and profits of S- 

—— 

500 

Basis _ 

50 

250 


Example (3). Assume that corporation P 
purchased the stock of corporation S for 
$60,000 at the beginning of the calendar year. 
On August 15. P sold the stock of S for 
$70,000. A consolidated return is filed by P 
and S for the calendar year. S had a $40,000 
net operating loss and deficit for the period it 
was included in the consolidated return, 
while P had $10,000 Income for the taxable 
year (computed without regard to any gain 
or loss on the sale of S’s stock). In comput¬ 
ing P’s gain on the sale of the stock. P's basis 
for such stock was decreased by $40,000, the 
amount of S’s deficit, and increased by the 
portion of the consolidated net operating or 
capital loss for the taxable year attributable 
to S under 5 1.1502-79(a) (3). Since there 
were no such consolidated losses for the tax¬ 
able year, P’s basis for S’s stock was $20,000 
and P’s gain was $50,000. 

Example (4). Assume the same facts as 
In example (3) except that P sold the stock 
of S for $30,000. In such case, there was a 
consolidated net capital loss for the taxable 
year none of which was attributable to S, 
and a consolidated net operating loss for 
the taxable year of $30,000. all of which was 
attributable to S. P’s basis for its stock in 
S was $50,000 (original basis of $60,000, 
minus S’s deficit of $40,000. plus the con¬ 
solidated net operating loss attributable to 
S of $30,000), and P’s loss on the sale of 
S’s stock was $20,000, 

Example (5). Assume that corporation P. 
the common parent of a group, purchased 
stock of corporation S on January 1, I960, 
for $50,000. On December 31, 1966, P sold 
the stock of S for $80,000. A consolidated 
return was filed for 1966. During 1966 S had 
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taxable income and earnings and profits of 
$30,000. and the group had consolidated tax¬ 
able income of $100,000. In 1967, S had a 
net operating loss of $40,000, of which $30,000 
is carried back under § 1.1502-21 (c) to the 
consolidated return for 1966. P’s basis as of 
December 31, 1966, for its stock in S is 
recomputed as follows: 

Original cost- $50,000 

Positive adjustment 

for S’s earnings- $30, 000 

Negative adjustment 

for carryback- (30, 000) 


Net adjustment_ 0 


Basis _ 50, 000 

Accordingly, P’s recomputed gain on the sale 
ol S’s stock is $30,000. 

Par. 7. Section 1.1502-33 is added to 
read as follows: 

§ 1.1502-33 learnings and profits. 

(a) Intercompany transactions. Gain 
or loss on an intercompany transaction 
shall be reflected in the earnings and 
profits of a member for its taxable year 
in which such gain or loss is taken into 
account under S 1.1502-13. Thus, for ex¬ 
ample, gain on a deferred intercompany 
transaction shall be reflected in the earn¬ 
ings and profits of a member for its tax¬ 
able year in which such deferred gain is 
taken into account under paragraph (d), 
<e), or <f) of § 1.1502-13, rather than for 
the taxable year in which such gain or 
loss is deferred. 

(b) Effect of inventory adjustments. 
There shall be reflected in the earnings 
and profits of a member for a taxable 
year gains and losses taken into account 
pursuant to § 1.1502-18 for such year. 

(c) Stock and obligations —(1) Div¬ 
idend distribution. Dividend distri¬ 
butions from one member to another 


PROPOSED RULE MAKING 

member, including dividends under 
§ 1.1502-32(e), shall be reflected in the 
earnings and profits of the distributee. 

(2) Nondividend distributions. Dis¬ 
tributions to which section 301(c)(3) 
applies from one member to another 
member shall not be reflected in the 
earnings and profits of the distributee. 

(3) Gains or losses on dispositions. 
Gains or losses on the disposition of the 
stock or obligations of a subsidiary (in¬ 
cluding amounts included in income un¬ 
der § 1.1502-19 and amounts deferred 
under § 1.1502-14id)) shall be reflected 
in the earnings and profits of a member 
for its taxable year in which such gain 
or loss is taken into account. 

(4) Investment adjustment. There 
shall be reflected in the earnings and 
profits of a member an amount equal to 
any increase or decrease pursuant to 
§ 1.1502-32<c) in such member’s basis or 
excess loss account for its stock in a sub¬ 
sidiary. For example, assume that P 
Corporation invests $90 in the stock of S 
and that the basis of such stock is re¬ 
duced to zero pursuant to § 1.1502-32(c). 
P’s earnings and profits are also reduced 
by $90. Subsequently a distribution of 
$120 from other than earnings and prof¬ 
its is made by S. No gain is recognized 
by P (since the excess loss account is 
increased under § 1.1502-14(a) (2) > and 
P’s earnings and profits are not increased. 
If P then sells the stock of S to a non¬ 
member for $20, P has gain on the sale 
of the stock of $20 and income pursuant 
to § 1.1502-19 of $120. Accordingly, P’s 
earnings and profits are increased by 
$140. 

(5) Section 381 transactions. The 
amount of earnings and profits or deficit 
of a transferor or distributor corporation 
which is carried over to the acquiring 
corporation in a transaction to which 


section 381(a) applies shall be adjusted 
so as not to duplicate any amount pre¬ 
viously taken into account under sub- 
paragraph (4) of this paragraph. 

(6) Special rule. The earnings and 
profits of a subsidiary shall be decreased 
by the amounts treated as a dividend 
pursuant to § 1.1502-32(0 . 

[FJt. Doc. 66-9690; Filed, Sept. 7. 1966; 

8:45 ajn.] 

[ 26 CFR Part 1 ] 

CONSOLIDATED RETURN 
REGULATIONS 

Notice of Hearing on Proposed 
Regulations 

The proposed amendment to the regu¬ 
lations under section 1502 of the Code, 
relating to Consolidated Returns, ap¬ 
pears in the Federal Register for Sep¬ 
tember 8,1966. 

A public hearing on the provisions of 
tills proposed amendment to the regula¬ 
tions will be held on Monday, October 10, 
1966, at 10 a.m., e.d.s.t., in Conference 
Room B, Departmental Auditorium, Con¬ 
stitution Avenue between 12th and 14th 
Streets NW„ Washington. D.C. 

Persons who plan to attend the hear¬ 
ing are requested to notify the Commis¬ 
sioner of Internal Revenue, Attention: 
CC:LR:T, Washington. D.C. 20224. by 
October 5, 1966, telephone (Washington, 
D.C.) 964-3935. 

[seal! Lester R. Uretz. 

Chief Counsel. 

By: James F. Dring, 
Director , Legislation and 
Regulations Division. 

[F.R. Doc. 66-9910; Filed, Sept. 7, 1966; 

8:52 a.m.| 
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